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EDWARD ALSWORTH ROSS 
Secretary of the American Economic Association, 1893 


Edward Alsworth Ross was born at Virden, Illinois, on December 12, 
1866. He died at Madison, Wisconsin, July 22, 1951. He was left an orphan 
at the age of eight. At fifteen, he entered the preparatory school of Coe 
College, Cedar Rapids, lowa; was graduated trom this College in 1886 
(LL.D., 1911). After teaching school for two years, he went to Germany, 
spending a year at the University of Berlin. His next three years were spent 
at Johns Hopkins University, where he received his Ph.D, degree, with 
a major in economics and minors in philosophy and ethics. Thereafter he 
became a member of the faculty of Indiana University for a year; then 
another year at Cornell University; then seven years at Stanford. This was 
followed with a five- -year professorship at the Univ ersity of Nebraska. 
From there he was called to the University of Wisconsin in 1906, where 
he stayed until his retirement in 1937. It was here that he wrote most of 
his books and articles on sociology and became recognized as one of the 
pioneers in that field. He was one of the four sociologists to be elected 
for two successive terms as president of the American Sociological So- 
ciety, 1914-15, Ross was elected Secretary at the annual meeting held 
August 23-26, 1892, at Chautauqua, New York. He was elected to succeed 
Richard T. Ely, who was at that time moving to the University of Wis- 
consin and who had delegated most of the secretarial work to Frederick C. 
Howe, acting as Assistant Secretary, Ross had moved from Johns Hopkins 
University to Cornell. In September, 1893, he wrote to Jeremiah W. Jenks 
from Stanford University that, owing z to illness, he was not able to formu- 
late his Secretary's report and that he “was only too anxious to get rid of 
the burden of duties and responsibilities which though not heavy in 
themselves felt rather heavy to [him] then.” 
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FINANCIAL ASPECTS OF ECONOMIC DEVELOPMENT 


By Joun G. Gurvey Anp E, S. SHaw* 


Economic development is commonly discussed in terms of wealth, 
the labor force, output, and income. These real or “goods” aspects of 
development have been the center of attention in economic literature 
to the comparative neglect of financial aspects. Yet development is as- 
sociated with debt issue at some points in the economic system and 
corresponding accretions of financial assets elsewhere. It is accom- 
panied, too, by the “institutionalization of saving and investment” that 
diversifies channels for the flow of loanable funds and multiplies vari- 
eties of financial claims. Development also implies, as cause or effect, 
change in market prices of financial claims and in other terms of trading 
in loanable funds. Development involves finance as well as goods. 

In the first section below we review briefly the financial manifesta- 
tions of income generation, spending and saving, investment, and the 
accumulation of wealth. The second section is concerned with the role 
of financial institutions or intermediaries in transmitting loanable funds 
between spending units. The third section suggests that conventional 
theories of income, interest, and money have given insufficient atten- 
tion to important reciprocal relationships between real development 
and financial development, and proposes some theoretical adaptations. 
The final section is concerned with illustrative implications of our an- 
alysis for some aspects, especially the monetary, of economic policy 
and regulatory techniques. 


I. Finance in the Social Accounts 


Analysis of economic change and development has customarily relied 
on an abbreviated set of social accounts. This set of accounts reports 
*The authors are, respectively, associate professor of economics at the University of 


Maryland and professor of economics at Stanford University. Both are currently engaged 
on a research project for the Brookings Institution. 
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the net worth items of income, consumption, and saving as well as the 
asset item of investment or wealth accumulation. The accounts omit 
the financial side of change and development, that is the accumulation 
of debt and financial assets in their various forms. They are not a com- 
plete social balance sheet. One result is that financial analysis, left to its 
own devices, has been difficult to coordinate with analysis “on the side 
of goods.” Another result, we suspect, is an inadvertent undervalua- 
tion by economists of the role that finance plays in determining the 
pace and pattern of growth. 

A. Deficits, Surpluses, and Balanced Budgets. It is not difficult, in 
principle, to design a set of social accounts that does incorporate 
finance. Final buyers of output, or spending units, may be divided into 
three groups: 

Spending units with balanced budgets keep their spending—on con- 
sumption, investment, or government goods and services—precisely in 
balance with income. If they save, they invest a like amouut, so that 
their financial assets do not change relative to outstanding debt includ- 
ing equity claims other than earned surplus.’ Spending units with sur- 
plus budgets have an excess of income over spending on goods and serv- 
ices. If they save, their saving exceeds their own investmeni, so that 
their financial position improves. Their financial assets increase more 
or decrease less than their liabilities, and they are thereby suppliers of 
loanable funds. Spending units with deficit budgets permit spending to 
exceed income.* They demand loanable funds, releasing financial assets 
or issuing debt, so that their financial assets decline relative to the sum 
of their liabilities and equity other than earned surplus. A complete set 
of social accounts would report the flows of loanable funds between 
spending units and the corresponding changes in financial status.* 

There are financial corollaries following from the ex-post identity of 
receipts and expenditures, of saving and investment, and of surpluses 
and deficits for the aggregate of spending units. First, loanable funds 
supplied equal loanable funds acquired. Second, the increase of net 

*By “debt” and “liability” we mean both the creditor claims and the equity claims 
that are instrumentalities of external financing. 


*In 1939 Walter S. Salant proposed that spending units be classified as we propose, so 
that real change could be explicitly related to financial change. National Bureau of Eco- 
nomic Research, Studies in Income and Wealth, Vol. III (New York, 1939), pp. 305-11. 
Mr. Salant has been most helpful in discussions of this article, but no guilt attaches to 
him for the consequences. 

*It may be helpful if our definitions are put more succinctly, Let R be receipts on 
income account, E expenditures on income account, D any increment in debt, and FA 
any increment in financial assets. Subscripts b, s, and d refer to type of spending unit 
(balanced-budget, surplus-budget, and deficit-budget). Then, for any spending unit: 


E--R=D—FA 
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financial assets for surplus spending units equals the increase of net 
financial liabilities for deficit spending units. The rise of income and 
the accumulation of wealth are one aspect of growth: the corollary, 
where budgets are unbalanced, is the accumulation of debt and financial 
assets.* 

An ex-ante balance between income and spending, saving and invest- 
ment, and surpluses and deficits implies ex-ante balance between offers 
of and bids for loanable funds, offers of and bids for financial assets, 
willingness to incur debt and willingness to hold debt instruments. An 
equilibrium level of income and wealth is associated with an equilib- 
rium level of debt and its counterpart in financial assets. 

B. Relative Change in Debt, Income, and Wealth. Accumulation of 
debt is part of the growth process, but the rate of accumulation is not 
related by a simple constant to the rise of wealth and income.’ The 
proportion of the stock of debt to a community’s income appears to 
depend on three complex factors: (1) the ratio of borrowing to deficits; 
(2) the ratio of deficits to income; (3) and the rate of change in in- 
come. To the degree that the income-wealth ratio is stable, the propor- 
tion of the stock of debt to community wealth depends on these same 
factors. Any variation in the income-wealth ratio becomes a fourth 
factor affecting the debt-wealth relationship. 

The ratio of borrowing to deficits is affected by the manner in which 
deficits are financed, as we shall see in the next section. It is affected, 
too, by the desire of spending units to incur debt for other purposes 
than finance of deficits. These purposes may include acquisition of 
claims on banks and other financial intermediaries, of claims that give 
managerial control over other spending units, or of claims that have 
speculative interest. 

The ratio of deficits to income depends in part on such institutional 
factors as the chronic concentration of investment in some sectors, say 


Spending units may be classified as follows: 


Balanced-budget Di. = FAs 
Surplus-budget D,< FA, 
Deficit-budget Di > FAg 


The flow of loanable funds is FA, — Ds = Da — FAa 

“We neglect various complexities in accounting for finance. For example, we overlook 
nonuniformity in accounting practices and the resulting imbalance between the records of 
debtors and creditors. We omit, too, the possibility of transfers of existing real assets, 
rather than securities, between deficit spending units and surplus spending units. 

*A particularly helpful discussion of wealth-debt relationships may be found in R. W. 
Goldsmith, Financial Structure and Economic Growth in “Advanced” Countries, (mimeo.), 
a paper presented to the Conference on Capital Formation and Economic Growth, 
National Bureau of Economic Research (New Vork, 1953). 
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the corporate, and of saving in others, such as the personal sector. Insti- 
tutional or technical factors that alter the division of labor between 
savers and investors must affect the proportion of debt to income and 
wealth. The ratio of deficits te income evidently depends, too, on dis- 
turbances in the propensity to spend, by spending units with access to 
borrowing facilities, on goods regarded by creditors as a suitable basis 
for lending. 

However stable may be the proportion of borrowing to income in any 
period, the proportion of accumulated debt to income depends on how 
rapidly income is growing. It is relatively low if income is gaining 
swiftly, high if income growth is sluggish. The stock of debt changes 
slowly enough so that variations in the growth rate of income can sig- 
nificantly affect the debt-income relationship. 

Whatever the ratio of debt to income, the ratio of debt to wealth 
reflects variations in the income-wealth ratio. These variations may 
occur for any of several reasons. For example, income and debt may 
rise on a wave of spending that does not result forthwith in capital for- 
mation.® Again, technological factors may alter the capital coefficient at 
full employment of productive capacity. Or, because of variations in 
effective demand, productive capacity may be exploited more or less 
intensively. 


Il. Finance and Financial Intermediaries 


A. Self-Finance, Direct Finance, and Indirect Finance. Expenditure 
is self-financed by spending units with balanced budgets. Their con- 
sumption is financed from income, their investment from internal sav- 
ings. If their financial assets and debt do change, the changes are equal. 
Self-finance continues to be important in the most sophisticated eco- 
nomic system, say in the form of investment out of retained corporate 
earnings. But over the very long term, the trend has been away from 
self-finance. Government, business, and consumers alike have come to 
lean more heavily on external finance. 

External finance may take either of two forms, direct finance or in- 
direct finance. Direct finance involves borrowing by deficit spending 
units from surplus spending units. The former issue debt of their own, 
direct debt. The latter buy and hold financial assets in the form of these 
direct securities. If spending on capital formation is directly financed, 
debt tends to accumulate pari passu with wealth. 

Economic development is retarded if only self-finance and direct 

* Debt to finance exhaustive spending is sometimes called “dead-weight” debt. We have 
avoided this term because it suggests, improperly in our view, that such debt is necessarily 


obstructive in the growth process in contrast with debt that finances expansion of pro- 
ductive capacity. 
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finance are accessible, if financial intermediaries do not evolve. The 
primary function of intermediaries is to issue debt of their own, indirect 
debt, in soliciting loanable funds from surplus spending units, and to 
allocate these loanable funds among deficit units whose direct debt 
they absorb. 

When intermediaries intervene in the flow of loanable funds, the 
accumulation of financial assets by surplus spending units continues to 
equal the accumulation of debt by deficit units. The rise of intermedi- 
aries—of institutional savers and investors—does not affect at all the 
basic equalities in a complete social accounting system between budget- 
ary deficits and surpluses, purchases and sales of loanable funds, or 
accumulation of financial assets and debt. But total debt, including both 
the direct debt that intermediaries buy and the indirect debt of their 
own that they issue, rises at a faster pace relative to income and wealth 
than when finance is either direct or arranged internally. Institutionali- 
zation of saving and investment quickens the growth rate of debt rela- 
tive to the growth rates of income and wealth.’ 

B. Commercial Banks and Competitive Intermediaries. A monetary 
system, and especially its commercial banking component, has com- 
monly been the first significant financial intermediary to complicate 
the simplicity of self-finance and direct finance. Even as late as a half- 
century ago in this country, the commercial banks offered the predomi- 
nant escape from self-finance and direct finance. 

The role of the banks has been, first, to borrow loanable funds from 
spending units with surpluses, issuing indirect securities in exchange. 
These securities have been the currency and deposits that spending 


“In terms of definitions in note 3 above: Total expenditures (Z) =Total finance 
(R + D— FA). Then self-finance is R — FA and external finance is D, which may be 
rewritten as D® to distinguish the debt of spending units from D‘, the debi, aside from 
equity claims, of financial intermediaries. D? is direct debt, while D‘ is indirect debt. 
Financial assets, too, may be classified into FA”, balances in the form of direct debt 
issued by other spending units, and FA‘ or balances in the form of nonequity claims on 
financial intermediaries. Assuming that no borrowing is done simply to finance accumula- 
tion of financial assets, we may describe direct finance in this fashion: 


For surplus units FA,” = budget surplus 
For deficit units Di? = budget deficit 
For all units combined FA,’ = D,” = budget deficit 
And the description of indirect finance is: 
For surplus units FA,‘ = budget surplus 
For deficit units D? = budget deficit 
For financial intermediaries FA; =D,‘ 
For all units combined Di + D;‘ = FA? + FA,' =2 (budget deficit) 


In the latter case, total debt rises twice as rapidly as cumulative deficits or surpluses. 
This case, of course, is a very simple one, and the multiplicative factor of 2 is only 
illustrative. 
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units would prefer over real assets or the direct security issues of ulti- 
mate borrowers. The role of the banks has been, second, to transmit 
the borrowed funds to spending units with deficits, receiving in ex- 
change direct securities for their own portfolios. Finally, the banks 
have exchanged direct securities with spending units that wish to adjust 
their relative holdings of securities in direct and indirect form. 

When banks are the only intermediary, surplus spending units may 
choose to accumulate real wealth, direct securities, or deposits and cur- 
rency. Deficit spending units may finance themselves by retained earn- 
ings, by issues of direct securities to surplus units, or by issues of direct 
securities to banks. The degree to which debt is absorbed by banks, 
and, hence, the degree to which financial-asset accumulation is in de- 
posit or currency form expresses the preference of spending units for 
the asset that is fixed in price (as distinct from value). 

Before financial intermediaries other than the monetary system 
assume importance, monetary theory in the sense of theory about the 
supplying of and the demand for money relative to the supplying of and 
demand for direct securities (“bonds”) is a perfect balance-sheet 
counterpart for income theory, saving-investment theory, or surplus- 
deficit analysis. In so simple a financial system the disposition of sur- 
pluses and deficits is accounted for completely by accumulation of 
direct debt and of indirect debt in money form. Economic theory can 
appropriately limit its attention to goods, bonds, and money as long as 
the institutionalization of saving and investment is confined to the 
monetary system. 

In this country, especially since 1900, the innovation and growth of 
other financial intermediaries have greatly diversified the channels 
through which loanable funds can flow, the types of financial assets 
that surplus units may acquire, and the markets on which deficit spend- 
ing units may sell direct securities. Prior to 1900 the commercial banks 
shared the field of intermediation with mutual savings banks, savings 
and loan associations, insurance companies, and a few lesser competi- 
tors. To these competitors have been added, since 1900, the Federal 
Reserve banks, public and private pension funds, governmental insur- 
ance and lending agencies, postal savings, credit unions, private invest- 
ment companies and others. Each of these intermediaries issues its 
distinctive form of indirect debt—for example, savings deposits, sav- 
ings and loan shares, pension claims—and thus provides a distinctive 
package of financial services as a financial asset for spending units to 
accumulate in substitution for direct debt or money. They compete 
among themselves, with banks, and with direct finance, for the direct 
securities that emerge from deficit units. Institutionalization of saving 
and investment has amounted to differentiation of product in the field 
of finance. 
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How nonmonetary financial intermediaries fit into a complete set of 
social accounts is clear. In the process of economic change and develop- 
ment spending units with surpluses accumulate financial assets, direct 
and indirect, with the indirect assets taking more variegated form. 
Spending units with deficits accumulate indebtedness, with the debt 
outstanding to more diversified bodies of creditors. Aggregate debt 
rises at a faster pace relative to wealth if deficits and surpluses rise 
relative to income, if income rises relative to wealth, and if an increas- 
ing proportion of direct debt moves into the portfolios of financial in- 
termediaries. 

The familiar trichotomy in theory of goods, bonds, and money does 
scant justice to this complex pattern of real and financial change. By 
implication financial intermediaries other than the monetary system 
are netted out of the social accounts, their holdings of direct debt at- 
tributed to their creditors.* We argue that any domestic debt can be 
netted out—direct debt and money too—if one pursues far enough the 
doctrine that “after all we owe the debt to ourselves.” We will argue in 
the next section that elimination from the social accounts or from eco- 
nomic reasoning of any significant body of debt conceals determinants 
of economic behavior on the part of spending units. 

We are deviating from conventional doctrine in regarding the bank- 
ing system as one among many financial intermediaries, sharing with 
the others the functions of indirect finance. We take exception to the 
view that banks stand apart in their ability to create loanable funds 
out of hand, while other intermediaries in contrast are busy with the 
modest brokerage function of transmitting loanable funds that are 
somehow generated elsewhere. 

Neither banks nor other intermediaries create loanable funds. That 
is the prerogative of spending units with surpluses on income and prod- 
uct account. Both banks and other intermediaries have the capacity to 
create special forms of financial assets that surplus units may accumu- 
late as the reward for restraint on current or capital spending. Banks 
alone have the capacity to create demand deposits and currency, to be 
sure, but only savings and loan associations can create savings and 
loan shares: both “create credit,” both transmit loanable funds, both 
enable spending units to diversify their portfolios. 

Banks do have a virtual monopoly of the payments mechanism, and 
only claims upon monetary intermediaries embody the privilege to use 
this mechanism. The fact that other intermediaries make use of the 
payments mechanism, which the banks administer, has sometimes been 


* Even the monetary accounts are too rarely retained explicitly in the accounts. For an 
unusual and interesting experiment in keeping the income accounts and monetary accounts 
together see Henry K. Heuser, “Receiit Financial Changes in Western Germany,” Fed. 
Res. Bull., Oct. 1954, XL, 1041-50. 
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interpreted to mean that other intermediaries have the inferior role of 
brokerage in loanable funds while the banks have the superior role of 
creation of loanable funds. Both types of institution, on the contrary, 
are loanable-fund brokers. Both create credit. Whether it is the banks 
or others which create credit in any period depends not on the banks’ 
role in administering the payments machinery but instead on the pref- 
erence of spending units for deposits and currency to hold as against 
other financial assets to hold. 

C. Financial Trends in the United States. Table I itemizes some rough 
measures of change over the past half-century in this country’s aggre- 
gate debt structure. National financial assets have risen by half again 
as much as wealth. Financial assets owned by intermediaries, in turn, 
have risen by half again as much as national financial assets: indirect 
debt has been a growing proportion of total debt. Self-finance and direct 
finance have accounted for a diminishing proportion of flows of loan- 
able funds. 


I.—AcCCUMULATION OF FINANCIAL Assets, 1900-19498 


(percentages) 
1900 1929 1949 
Proportion of: 
1. National financial assets to national wealth 82.1 123.2 124.9 
2. Financial assets of financial intermediaries to national 
financial assets 25.5 28.6 38.5 
3. Financial assets of commercial banks to national finan- 
cial assets 13.9 12.2 14.0 
4. Financial assets of commercial banks to financial assets 
of all other financial intermediaries 119.7 75.0 |: $7.3 
5. Financial assets of commercial banks to financial assets 
of other private financial intermediaries 120.5 83.7 94.7 
6. Financial assets of commercial banks to national wealth 11.4 15.1 $7.5 
7. Financial assets of commercial banks to gross national 
product 53.9 63.8 60.1 
8. Money supply to financial assets of financial intermedi- 
aries other than commercial banks and Federal Re- 
serve banks*® 66.5 31.9 46.8 


*R. W. Goldsmith, The Share of Financial Intermediaries in National Wealth and National 
Asseis, 1900-1949, p. 97. Data from this source have been adjusted in Table I for improved 
estimates that Goldsmith will publish in subsequent studies. 

> “Other private financial intermediaries” exclude Federal Reserve banks, government 
lending institutions, government insurance and pension funds. 

© The money supply in this case includes adjusted demand deposits and currency outside 


The commercial banks’ share of all securities has been nearly con- 
stant, in the range of 12-14 per cent. But the proportion of their hold- 
ings to those of other intermediaries fell by more than half in 1900- 
1949, from 119.7 per cent to 57.3 per cent. Their relative participation 
in indirect financing has declined. As comparison between items (3) 
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and (5) in Table I indicates, a little less than half of their loss in status 
can be traced to the rise of the Federal Reserve and of government 
financial institutions, while a little more than half is attributable to 
gains made by financial intermediaries of a private character. The 
commercial banks have grown at a faster pace than national wealth 
and national income, but they have lagged behind the pace of general 
financial development. To a smaller degree, as item (8) suggests, crea- 
tion of money by the monetary system as a whole has lagged behind 
creation of indirect financial claims by other financial intermediaries.* 


III. Output Growth, Interest, and Finance 


For nearly two decades analysis of income, interest, and money has 
conformed to the Keynesian model. This model is not an efficient in- 
strument for studying economic development in either its real or its 
financial aspects. On the side of goods, the model is inefficient because 
it does not allow for the effects of investment and of growth in the labor 
supply on output capacity. Once these effects are admitted, as in the 
Harrod and Domar growth models, investment appears in a dual role. 
As an element in effective demand, it is an economic stimulant, but as 
an increment in capacity its effects may be depressing. 

On the side of finance, the Keynesian model is inefficient because it 
does not allow for the effects of spending and deficits on debt and on 
financial capacity of spending units to sustain their spending. Deficits, 
like investment, leave an economic residue. In the case of investment, 
the residue is output capacity. In the case of deficits, the residue is 
debt and a change in financial capacity. 

A. The Liquidity-Preference Model. The Keynesian or liquidity- 
preference model embraces so short a time period that current expendi- 
tures, including investment, cannot lead to an increase of wealth or of 
direct debt.*° The model appears to exclude borrowing, so that loanable 
funds cannot flow and cannot affect the rate of interest. However, in 


* For an exhaustive listing of financial intermediaries, the reader is referred to various 
writings of R. W. Goldsmith. These include: The Share of Financial Intermediaries in 
National Wealth and National Assets, 1900-1949, National Bureau of Economic Research, 
Occas. Paper 42 (New York, 1954); Financial Structure and Economic Growth in “Ad- 
vanced” Countries, op. cit.; A Study of Saving in the United States (Princeton, 1955). 

Goldsmith has classified intermediaries as follows: (1) The banking system (Federal 
Reserve banks, commercial banks, savings banks, the Postal Savings system); (2) Other 
depository organizations (saving and loan associations, credit unions); (3) Insurance 
organizations (private life insurance, private pension funds, government insurance and 
pension funds, property insurance companies); (4) Other financial intermediaries (invest- 
ment companies, Land Banks, mortgage companies, finance companies, security brokers 
and dealers, government lending institutions, personal trust departments, commercial paper 
and discount houses, acceptance dealers, foundations, title guaranty companies). 

* Short-period, self-liquidating “finance” was an afterthought which Keynes apparently 
did not regard as a deviation from the initial form of his model. It was a temporary rise 
in direct debt, shortly to be liquidated. 
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Keynesian dogma, the rate of interest does depend on past flows of 
loanable funds though it does not depend on current flows. Past flows 
have left the heritage of a stock of direct debt or bonds. The distribu- 
tion of past flows between direct channels of finance and one indirect 
channel, the monetary system, has affected the allocation of bonds be- 
tween spending units and the monetary system, and as a result, the 
proportion of bonds to money in the portfolios of spending units. 
Though the stock of bonds cannot rise in the Keynesian short period, 
the historic distribution of bonds can be changed, according to the dic- 
tates of monetary policy, by monetary techniques. The function of 
monetary techniques is, in fact, to transfer bonds between the banking 
system and spending units and, if fortune smiles upon the authorities, 
to change in the desired direction the marginal rate of preference by 
spending units for bonds against money. . 
To the degree that bonds are held by banks, spending units hold 
money created by the banks. An ample supply of money implies in the 
Keynesian model that the taste for liquidity is relatively sated.** With 
bonds in short supply to spending units, the taste for interest is rela- 
tively unsated, and the price of bonds in terms of money is high. If 
bonds are held not by banks but by the public, money and liquidity 
are in short supply. Then the taste for interest income is relatively 
sated, bond prices are low in terms of money, and the interest rate is 
high. 
Given factors that affect the intensity of demand for liquidity and 
money—income, speculative anticipations, and precautionary needs— 
tke price of bonds depends on where bonds are, whether in the port- 
folios of banks or in the portfolios of spending units. In static equilib- 
rium, the distribution of bonds must yield that rate of interest at 
which, given the level of income, ex-ante surpluses and deficits are 
equal and spending units are content with the division of their financial 
assets between bonds and money. 
This Keynesian model is inappropriate to financial aspects of growth 
analysis for two reasons. First, it does not permit direct debt to ac- 
cumulate and affect financial determinants of spending. Second, it 
admits only two kinds of financial asset, money and bonds, on the as- 
sumption that the stock though not the location of bonds is fixed. The 
model is not hospitable to the financial intermediaries whose develop- 
ment in recent decades has diversified indirect finance and marked 
commercial banking as a relatively declining industry. Briefly, the 
financial aspects of the Keynesian model ignore the long-period ac- 
“ Keynes, it will be remembered, had his doubts about equating money and liquidity 


if money is defined in some narrow way. See, General Theory of Employment Interest 
and Money, p. 167. 


GURLEY AND SHAW: FINANCIAL ASPECTS OF DEVELOPMENT 525 


cumulation of securities and the secular institutionalization of saving 
and investment. 

B. Debt Accumulation and Interest Rates. The Keynesian model 
may be adapted, first, by extending the time period to permit loanable 
funds to flow and debt to accumulate. We may continue to suppose, for 
the time being, that debt and financial assets consist of bonds and 
money. The revised model needs to be a dynamic one in which divergent 
rates of growth in wealth, income, and debt influence the willingness of 
spending units to incur deficits and debt and to accumulate financial 
assets. 

Suppose, for the moment, a given level of national income and of 
demand for transactions balances of liquidity.** Suppose, also, a given 
disposition on the part of spending units to incur deficits and to finance 
them by borrowing. Then, if loanable funds take only the direct route 
with none flowing through the banking system—if the supply of money 
is fixed— accumulating bonds accrue to surplus spending units, and 
deficit units incur an increasing bulk of debt. The effect on both types 
of spending unit may well be such as to disturb an initial aggregative 
equilibrium. 

The portfolios of surplus spending units deteriorate, as bonds or 
illiquid assets gain relative to liquidity in money form. This decline in 
the liquidity index of their portfolios may induce surplus units to ex- 
press a diversification demand for additional money balances that does 
not depend on the speculative and precautionary considerations of 
Keynesian short-run liquidity preference. With the supply of money 
given, the diversification demand may bring about a rise in interest 
rates that can depress national income below its initial level. 

Surplus units, then, may absorb an increasing stock of bonds only 
at a rising discount. Meanwhile, the propensity of deficit units to spend 
may decline as debt accumulates over a succession of periods and as 
debt charges gain on income. A fall in interest rates, or a general easing 
in credit conditions, may be needed to prevent suppression of spending. 
A growing disinclination on the part of deficit units to issue debt at 
given interest rates may accompany the rising diversification demand 
for money relative to bonds on the part of surplus units. 

Because of debt accumulation, equilibrium at the given level of in- 
come is threatened. Just as investment may add to output capacity and 
so jeopardize the level of national income, the issue of debt through the 

“Our purpose, in assuming national income constant at the first step of the analysis, 
is to isolate the accumulation of debt as an independent determinant of the demand for 
money or its substitutes. Debt can and does accumulate even when income is falling as 
well as when it is constant or rising. So a monetary authority cannot safely adopt the 


rule that demand for money increases only as income grows—or only as conventional 
speculative demand rises. 
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channels of direct finance may have its deflationary impact through 
the responses of both deficit and surplus units."* 

To protect the processes of growth from this deflationary impulse, 
the monetary authority would need to permit an expansion of the 
money supply. It would recurrently ease the position of banks so that 
some increasing share of loan funds would flow indirectly, and so that 
money would be sufficiently plentiful in the total of financial assets to 
maintain or even reduce the level of interest rates. For the ease of mind 
of the economy, the monetary authority should announce that it would 
underwrite expansion of the money supply at the annual rate of x per 
cent even if national income were to remain constant. If the authority did 
not act, deficit spending units would be forced into direct finance and 
ultimately to self-finance on a falling level of national income. 

The optimal rate of increase in the money supply, at a given level 
of income, would vary according to the illiquidity of bonds that the 
banks would buy. The rate could be relatively low if the banks were, 
for example, to lend long and leave to the public the more liquid short- 
term assets. The rate would be high if the public were left with a scant 
supply of more or less close substitutes for money. The optimal growth 
in the money stock, at a given level of income, depends then on the 
accumulation of debt, the effect of indebtedness on deficit spending, the 
asset preferences of surplus units, the maturity structure of the debt 
and its other qualities, and the character of the banking system’s port- 
folio. 

If income rises, too, along with output capacity and debt, the pres- 
sure on interest rates is even more emphatic. The rise in income inten- 
sifies the transactions demand for liquid balances. If steady growth in 
output requires stability in interest rates and other terms of lending, 
monetary policy must induce expansion in the money supply to satisfy 
the diversification and transactions demands for money that result from 
rising debt and rising income. The banking system must be permitted 
to grow so that the portfolios of surplus units will not be oversupplied 
with bonds and undersupplied with money. 

How fast the money supply must rise, to stabilize terms of lending 
when income is rising, depends partly on the rate of increase in income. 
Evidently the money supply must keep in step with demand for money 
balances. The diversification demand depends on the stock of debt, 
which falls in proportion to income the more rapidly income gains. 
While the diversification demand may become smaller in proportion to 
income, as the pace of growth in income increases, the transaction de- 
mand may grow proportionally with income. The sum of these demands, 


*Joan Robinson, “The Concept of Hoarding,” Econ. Jour., June 1938, XLVTIT, 235. 
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then, lags behind income as income gains at a faster pace. It follows that 
the ratio of increments in the money supply to increments in the income 
level can be reduced as income gains at a faster pace. The marginal 
velocity of money may rise, without strain on credit conditions, if in- 
come is sufficiently buoyant.”* 

C. Interest Rates, Money, and Other Financial Assets. In the stand- 
ard model the rate of interest depends on the proportional allocation of 
bonds between spending units and the financial institutions that create 
credit in the form of money, or “pure” liquidity, for spending units to 
hold as a substitute for bonds. In so rigid a form, nonbank financial 
intermediaries are neglected. There have been desultory efforts to cor- 
rect this rigidity.** The definition of money has been widened at times 
to include time deposits, and the point is sometimes made that still _ 
other financial assets have the quality of liquidity only a little diluted. 
They, too, it is implied, should be added to the liquid things that the 
public may choose over bonds, and the institutions that issue them 
should somehow be attached peripherally to the monetary system. 
Then, presumably, the rate of interest can depend on the distribution 
of bonds between the public and this expanded “monetary” system. 

A more decisive break with liquidity-preference theory seems ad- 
visable. Liquidity is not the only characteristic that distinguishes bonds 
from alternative financial assets. Each financial intermediary offers its 
own differentiated product for the public to hold. This product is com- 
petitive with bonds. It may be more or less liquid than bonds, but 
it embodies a service, perhaps insurance, that bonds do not. The 
product is also competitive with money narrowly defined, offering less 
in liquidity perhaps but offering as well security, interest, insurance, 
and other services. In view of the increasing variety of financial assets, 
it does seem appropriate to abandon liquidity as the pivotal factor in 


“Suppose that spending units issue debt in a proportion of their deficits which, in 
turn, are b proportion of national income Y. For present purposes, we may assume ab 
is constant. The issue of direct debt in any period is abY. Spending units may choose, at 
given interest rates, to hold only e proportion of direct debt issues abY, and may ex- 
press an incremental diversification demand for money balances of (1—e) abY. Incre- 
mental transaction demand for money balances is ¢ A Y, so that total incremental demand 
for money is (1—e) ab¥Y + tA Y. Equilibrium requires that the increase in the money 
supply AM should equal demand: 

(1) AM=(1—e)abY+tAY 
Dividing by AY, it follows that: 


Ry * 


Hence, the higher AY for a given Y, the lower may be AM for a given AY and the 
higher may be marginal velocity or AY/AM. 

* John Lintner, “The Theory of Money and Prices,’ The New Economics, ed. by 
Seymour E. Harris (New York, 1947), pp. 516-23.. 
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interest theory. The price of bonds, we may say, depends on where the 
bonds are and on the pattern of preference among spending units for 
the increasingly rich and variegated menu of financial services attached 
to financial assets. 

A simple exercise in short-period static analysis may suggest the 
effects of bringing these other financial assets than bonds and money 
into interest theory. We suppose that the availability of these financial 
assets does not affect the propensity of spending units to spend on out- 
put. The period we consider is Keynesian, and the supply of money 
and direct bonds is given. In one static position, only bonds and money 
are available and demanded, and an interest rate is determined. In 
the comparative position, other financial assets may be supplied and 
demanded. The difference between interest rates on direct bonds, in 
these comparative positions, depends in general on the degree to which 
the other financial assets are substitutes for bonds or substitutes for 
money. 

We assume that supply of the nonmonetary indirect financial assets 
is infinitely elastic, and that the demand by spending units for these 
assets brings about a roughly equivalent demand for bonds by non- 
bank intermediaries. If these other assets are substitutes for the given 
stock of money in the portfolios of spending units, a demand for them 
brings nonbank intermediaries to the bond market to compete for bonds 
with spending units. Then the price of bonds must be higher and the 
interest rate lower than when banks are the sole intermediaries. The 
price of bonds rises because the total demand for bonds exceeds the 
fixed supply at the price which would prevail if only bonds and money 
were supplied and demanded, or because the demand for money by 
spending units falls short of the fixed supply at the interest rate that 
would be appropriate if only bonds and money were available. 

If, on the other hand, nonmonetary indirect financial assets are 
substitutes for bonds in the portfolios of spending units, the price of 
bonds may be the same in our two static cases. In this situation, the 
demand for bonds by nonbank financial intermediaries displaces de- 
mand by spending units. If nonmonetary indirect financial assets, 
finally, are substitutes for both bonds and money, their effect must be 
a fall in the interest rate of smaller magnitude than we expect when 
only the demand for money is affected.” 

D. Suggestions for a Financial Theory of Growth. A theory of 
interest and income which allows for accumulation of debt and for the 


“The analysis in the text may be illustrated by a diagram adapted from Lerner. In 
the diagram L is the demand for money, and S is the supply of money. A is total financial 
assets of spending units, increasing as the value of the fixed stock of bonds rises with 
falling interest rates. The horizontal distance, at any interest rate, between L and A is the 
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growth of nonmonetary financial intermediaries is a more useful tool 
than short-period liquidity-preference theory for analysis of economic 
development. Such analysis of development on the side of finance 
should, of course, be integrated with analysis of development in real 
terms. 

The investment component of national income, together with growth 
in the labor supply, raises output capacity. Given the consumption 
function, investment must rise, from period to period, to generate the 


demand for bonds. The horizontal distance, at any interest rate, between S and A is the 
supply of bonds. The equilibrium rate of interest is OR, because at that rate there is 
equality between supply and demand for both money and bonds. 


¥ 
Pinencisl Assets 


Assume now a demand by spending units for other financial assets. Assume, too, that 
they are substitutes for money. The demand for them at OR is NP, so that the demand 
for money is shifted to L’ from L. NP measures also the excess supply of money at 
interest rate OR and the demand for bonds by nonbank intermediaries. Since at OR 
there is both an excess supply of money and an excess demand for bonds, the rate of 
interest must fall to MP’. 

Assume, next, that the new financial assets are substitutes for bonds. A rise in demand 
for them does not affect the demand for money which remains at L. At OR rate of inter- 
est, the public’s PN’ demand for other financial assets than bonds is replaced by new 
institutional demand for bonds. The rate of interest is not affected. 

If the other financial assets are substitutes for both bonds and money, the LZ curve 
shifts somewhat to the left, yielding an interest rate between MP’ and MP. There are still 
other possibilities. For example, the financial assets other than bonds and money may be 
substitutes for money but complements of bonds. Then the interest rate must fall very 
sharply to accommodate the increase in demand for bonds by both spending units and 
nonbank intermediaries. If the other financial assets are complements of money but sub- 
stitutes for bonds, evidently the rate of interest must rise. Both of these cases would appear 
to be unrealistic. 

The analysis of multidimensiona! asset choice does not fit comfortably into the diagram’s 
conventional geometry of liquidity preference. The NP demand for financial assets 
other than bonds or money is not solely a demand for liquidity. It is also a demand for 
security, income, insurance, and other services. Since, over the past half-century, NP has 
grown relative to an expanding R7, “liquidity preference” has come to be less and less 
relevant to determination of the rate of interest. 
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demand that is compatible with expanding capacity to produce. Other- 
wise some capacity lies idle, and the excess jeopardizes growth. If in- 
vestment is accelerated by change in income, there is some rate of 
income growth that equates ex-ante saving and investment, or sur- 
pluses and deficits, at full-capacity output. 

At this warranted rate of growth in income, with deficits and sur- 
pluses equal ex-ante, planned issues of debt by deficit spending units 
are equal to planned additions to financial assets by surplus spending 
units. Still the plans of deficit units and surplus units may be in- 
compatible on financial grounds. At terms of lending which are appro- 
priate to the warranted path of investment, surplus units may be dis- 
inclined to buy the entire direct debt issue of deficit units. Apart from 
changes in the speculative outlook for securities, surplus units should 
be expected to express a diversification demand for indirect financial 
assets and, in addition, a transactions demand for money to keep active 
balances in step with the rising level of income. If the warranted rate 
of growth in income is to be achieved, there must be some way of 
satisfying the demand for indirect financial assets that arises out of 
the rise in income, and the rate of interest that is relevant to it. 

At the warranted rate of growth in income, illiquidity accumulates 
in the form of direct debt and exerts an upward pressure on interest 
rates that may inhibit income growth. Also, if income grows at its 
warranted pace, the demand for indirect financial assets, which deficit 
spending units cannot supply, also grows at some specifiable pace. Any 
complete growth model must reconcile the accumulating stock of 
illiquidity with the growing aversion to illiquidity at terms of lending 
that are suitable to the investment component of warranted income 
levels. The reconciliation evidently involves growth of financial inter- 
mediaries to absorb illiquid direct debt and to issue indirect debt ac- 
cording to the preference patterns of surplus spending units. Even if 
the warranted rate of growth in income were zero, direct debt would 
continue to grow and some portion of it would need to find its way into 
portfolios of intermediaries. 

The need for indirect finance to hold interest rates on their optimal 
trend does not necessarily imply a high rate of growth for banking 
assets and the money supply in a buoyant economic system. Indeed 
the banking system may stagnate, without ill effects on the growth rate 
of income. In the growth process, spending units may choose to di- 
versify their portfolios by adding to their holdings of nonmonetary 
indirect financial assets. Then, nonbank intermediaries absorb the 
requisite share of direct debt at the appropriate price. The growth of 
nonbank intermediaries relative to the banking system may imply 
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even downward pressure on interest rates at the very time when the 
growth of income is leaving the money supply far behind.” 

In long-period analysis, it is a mistake to suppose that the optimal 
growth of the money supply is some simple function of trends in in- 
come or even of income and debt. The necessary growth in the money 
supply may be high or low, positive or even negative, depending on the 
growth of income, the share of spending that is externally financed 
(especially by long-term securities), the growth in demand by spending 
units for direct relative to indirect financial assets, and on the develop- 
ment of financial intermediaries whose indirect debt issues are competi- 
tive with money. 

The complexities of a growth model that incorporates the financial 
as well as the real conditions of growth appear, for the present at least, 
to defy simple or even systematic formulation. The Keynesian short- 
period model is certainly inadequate, for the reasons we have men- 
tioned and for others too. For exainple, its money markets are com- 
petitive markets where a host of deficit units meet a host of surplus 
units under the watchful supervision of the central bank. Rates on 
these markets may vary sharply in short periods. The rise of indirect 
finance implies that relatively few and relatively large intermediaries 
are interposed between ultimate lenders and ultimate borrowers. The 
result is that capital rationing becomes a more important allocative 
device, with the rate of interest tending to stabilize about its trend line. 

Again, in the Keynesion model, “the” interest rate may fall to a 
floor that is established by absolute liquidity preference on the part of 
spending units. One apparent effect of indirect finance, of the institu- 
tionalization of saving and investment, is to reduce this irreducible 
minimum. Nonbank intermediaries may drive bond prices high both 
because funds must be invested to cover operating expenses and be- 
cause, while the intermediaries are growirg, the continuous net receipts 
of new funds make asset liquidation unnecessary. Growing inter- 
mediaries are “firm hands” that may acquire and hold both bonds 


“This point may be put more concretely in terms of a modified form of equation (2) 
in note 14. It is necessary only to take into consideration the fact that part of the 
diversification demand for indirect financial assets (which in note 14 took the form solely 
of a demand for money balances) may in fact be satisfied by nonmonetary indirect 
financial assets. If, as before, the incremental diversification demand for indirect financial 
assets is (1 — e)abY, suppose that m(1— e)abY is the share of this incremental diversifi- 
cation demand that is satisfied by currency and deposits. Then it appears that the rise in 
demand for money as income grows is affected by the rate of income growth (AY/Y), 
the course of deficit finance (b), the issue of direct debt (a) to finance deficits, the de- 
mand for indirect financial assets (1 — e), the share of this demand which can be satis- 
fied by nonmonetary indirect financial assets (1— m) (1 —e), and the intensity of the 
transactions demand for money (tf). 
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and equities at prices which would be unreasonably high in a more 
primitive financial system. 

An additional complexity is that development of financial institu- 
tions, including nonbank intermediaries, is both a determined and a 
determining variable in the growth process. The accumulation of assets 
and the secular rise in incomes stimulate the demand by spending units 
for financial services in increasing variety. The income elasticity of 
demand apparently is high not just for liquidity but for financial serv- 
ices in general, and the result in this country is that indirect finance has 
gained more rapidly than income, wealth, and direct debt. Moreover, 
any rise in interest rates brought about perhaps by a combination of re- 
strictive monetary policy and accumulating debt creates the oppor- 
tunity for nonbank intermediaries to offer more expensive attractions 
to creditors and hence to compete more actively with banks. 

A shifting pattern of deficits and surpluses in the growth process 
may create opportunities for some intermediaries and destroy oppor- 
tunities for others. All deficit spending units are not equally congenial 
borrowers for banks and for other intermediaries. All surplus units 
do not have the same complex of preferences among the financial issues 
of banks and other intermediaries. This financial incompatibility of 
spending units and intermediaries may give rise to “matching” prob- 
lems, in which a shifting distribution of surpluses between spending 
units favors certain intermediaries that cannot, by law or custom, pur- 
chase the concurrent direct issues of deficit spending units. Then there 
is pressure to change the law or custom, the composition of direct debt, 
or preferences for financial assets among surplus units. Matching 
problems that stimulate financial innovation may arise in many other 
ways, for example from changes in the form of investment or in the 
geographic location of economic activity. The process of growth condi- 
tions, in these and other ways, the relative development of indirect 
finance in comparison with self-finance and direct finance, and the 
share of indirect finance that flows through banks and their competi- 
tors.” 


“The processes of growth affect and are affected by other financial institutions than 
intermediaries. The stock market is a case in point. Bullishness on the market may in- 
crease the attractions of direct finance, reducing the rate at which intermediaries must 
grow in order to achieve an optimal trend in security prices. Bearishness may depress direct 
finance and require more rapid growth by intermediaries. In long periods the volume of 
dealings on the market, the behavior of its prices, and their importance to income levels 
are influenced by trends in methods of finance. When self-finance predominates, the 
market is a subsidiary element of the financial system, and even wide swings in its prices 
may affect investment negligibly. With development of direct external finance, price be- 
havior on the stock exchanges should exert significantly greater influence on spending. Once 
indirect external finance has gained stature, financial intermediaries as large purchasers of 
direct securities may steady the market, reduce the frequency of wide price fluctuations, 
and moderate the influence of price fluctuations on deficit spending. 
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E. “MV” and Financial Theory. Conventional short-period doctrine 
about money and interest can be phrased in terms of the velocity of 
money. Velocity rises as the proportion of transactions balances (with 
positive turnover) gains relative to speculative balances (with zero 
turnover). This proportion is raised by an increase in income, given 
the money supply, or by a decline in the money supply, given the 
level of income. Since an increase in income or a decline in the money 
supply increases the interest rate, the interest rate is positively cor- 
related with velocity. 

Various exceptions to this relationship are familiar. Velocity may 
vary, with the interest rate given, if liquidity preference is infinitely 
elastic. The interest rate may vary, with velocity unchanged, if 
liquidity preference has zero elasticity. A shift in liquidity preference 
may disturb the relationship. Again, if both the money supply and in- 
come are variable, the relative behavior of velocity and interest rates 
depends on the elasticity of liquidity preference and marginal efficiency, 
and on the consumption function. For example, with liquidity prefer- 
ence inelastic, marginal efficiency highly elastic, and with a high mar- 
ginal propensity to consume, one might expect a fall in interest rates 
simultaneously with a rise in the marginal velocity of money. The out- 
come for average velocity would depend, of course, on its initial level 
prior to the adjustment. The relationship of velocity to interest rates 
may be changed, too, by shifts in the spending functions. 

The relationship between velocity and interest rates is still more 
attenuated when one allows not only for the complications listed above 
but also for the diversification demand for money and for the sub- 
stitutability between money and other indirect financial assets. The 
diversification demand depends on the level of income, so that marginal 
and average velocity can vary according to rates of change in income 
without corresponding changes in interest rates. If other financial 
assets are available to satisfy the diversification demand, as substitutes 
for money, the money supply may fall and interest rates simultaneously 
decline as a reflection of the public’s growing preference for these 
money substitutes. While income and debt are growing, the public may 
reject money balances in favor of insurance reserves, pension funds, 
or perhaps savings and loan shares. Because money becomes a smaller 
share of total financial assets, velocity becomes a less reliable index of 
interest rates.’® 

*In the 1920’s nonbank intermediaries gained on banks at an especially rapid rate. The 
ratio of their assets to assets of banks rose from .77 in 1922 to 1.14 in 1929. In the same 
period income velocity of money with money narrowly defined, rose from 3.4 to 3.9 while 
long-term bond rates fell from 4.71 per cent in 1922 to 4.05 per cent in 1928 and 4.42 in 
1929. Various reasons for the opposing movements in velocity and bond rate may be 


alleged, but one of them must have been the unprecedented growth of nonbank inter- 
mediaries. 
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As money becomes a smaller proportion of financial assets and as the 
demand for it comes to be related in a more complex fashion to interest 
rates and income, the “money approach” to analysis of interest rates 
and income loses precision. To make use of MV, one necessarily puts 
a more and more severe strain on the velocity component, or on the 
money component by including every financial asset. The strain may be 
too much to bear since a rise in V, with the narrow definition of money, 
may mean either that all credit expansion including that of banks is 
restricted, so that interest rates are rising, or that the flow of loanable 
funds is bypassing banks at falling rates of interest. If a rise in V is 
compatible both with credit ease and with credit tightness, one is 
tempted to conclude that time and financial evolution are outmoding V 
as an analytical tool. The allied concepts of hoarding and dishoarding 
necessarily fare no better. 

If the MV approach to accounting for security prices and flows of 
income is ambiguous, so too is the monetary approach to explaining the 
level of prices for commodities. Prices of goods may rise because loan- 
able funds are accessible too easily and cheaply through the intermedia- 
tion of the monetary system. They may also rise because other indirect 
finance is too ample, given the flexibility of supply in real output. 
Prices may fall because deficits are depressed not only by “tight 
money” but by “tight savings deposits” or “tight insurance.” As finan- 
cial evolution proceeds, one salvages conventional quantity theory by 
so extending the concepts of M and V that they bear little resemblance 
to “means of payment” and “turnover of means of payment.” 


IV. Financial Controls in a Growth Context 


Principles and techniques for regulating flows of loanable funds 
that are optimal in terms of short-period models, with money as the 
only indirect financial asset, may not be optimal in a growth context, 
with diversity of indirect financial assets. This is not the occasion to 
explore carefully how growth analysis may affect one’s perspective on 
financial controls, but we do wish to point out a few illustrative leads. 

A. Monetary Control. In the conventional short-period model, 
monetary controls shift direct debt between the central bank, the com- 
mercial banks, and the public. The effect is to change the money 
supply and the valuation of direct debt in terms of money to a degree 
that depends on speculative, precautionary, and transactions demands 
for money balances. This adjustment in the interest rate affects, per- 
haps, expenditures of spending units, their deficits, and so the flow of 
loanable funds. 

There have been many proposals regarding the policy that should 
guide monetary controls in the long run; for example, that the money 
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supply should be induced to grow at a constant rate, or at the same 
rate as income, or at a rate higher than income to accommodate, say, 
the rising demand for liquidity that might result from gains in income 
or wealth per capita. One recalls, of course, the policy prescription that 
money should accummulate fast enough to keep the interest rate at 
its presumed irreducible minimum. None of these prescriptions seems 
to account adequately for effects on terms of lending of changes in 
growth rates of income and debt, in the structure of debt, in the variety 
of financial assets, and in relative demands for competitive varieties of 
financial assets. 

Suppose, for the moment, that banks are the only intermediaries. 
We have seen previously that the behavior of national income cannot 
properly be the sole criterion of monetary policy. Growth in stocks of 
debt and output capacity may require growth in the stock of money 
even with the flow of income constant. But the monetary expansion as- 
sociated with any growth curve of debt may be reduced if the direct 
debt itself can satisfy the diversification demand for financial assets. 
So short-term public debt may displace money, and debt management 
may displace monetary controls. In general, public-debt management 
and monetary controls should have identical goals, of satisfying the 
complex demand of spending units for financial assets at given terms of 
exchange between direct debt and money. There should be no oppor- 
tunity whatever for them to work at cross-purposes. 

At rising income levels there can be no simple formula of monetary 
expansion, even when money is the only indirect financial asset. To 
satisfy the transactions demand for balances, money may need to grow 
as fast as or faster than income. To satisfy diversification demand, at 
given interest rates, it may lag behind income. To offset the effects of 
growing output capacity and growing debt on propensities to spend, 
it may need to run ahead of income. How speculative and precau- 
tionary demands for balances vary as income rises is not apparent. For 
any rate of gain in income, the optimal growth of money cannot be 
determined independently of the specific growth context. 

Growth of the money supply implies growth of the monetary system, 
especially of the central bank and the commercial banks. If the latter’s 
reserve requirements are stable, they and the central bank must grow 
at about equal rates, each continuously absorbing direct debt of deficit 
spending units. With varying reserve requirements, commercial banks 
and central bank may grow at different rates. If reserve requirements 
rise for member institutions, the central bank acquires direct debt 
and supplies new money balances. If reserve requirements fall, the 
commercial banks do the job of indirect finance. 

In view of its portfolio limitations, the central bank can grow most 
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readily when deficits are in the government sector. Relative growth of 
the central bank when government debt is a fixed stock has the dis-, 
advantage of withdrawing from the markets government securities 
that may be more or less close substitutes for money. In this case, to 
maintain interest rates, the money supply may need to grow faster 
if it is provided by the central bank than if it is supplied through pur- 
chases of private securities by commercial banks. 

If accumulating direct debt is private debt and if the central bank 
is subject to customary restraints on the kinds of assets it may hold, 
monetary growth apparently should be concentrated in commercial 
banks, and their reserve requirements must take the downward trend. 
This prospect is disturbing on at least two counts. First, for reasons 
well known in banking theory, low reserve requirements for commer- 
cial banks increase short-period instability in the money supply. 
Second, the commercial banks can assume only at some risk the respon- 
sibility for supplying a rising share of indirect finance. As principal 
administrators of the payments mechanism, they must be solvent 
beyond doubt. As financial intermediaries, on the other hand, the com- 
mercial banks must underwrite the growth process with venture finance, 
buying securities from spending units that are taking the risk of in- 
novation and expansion. In one role, the banks must minimize risk; 
in the other role, risktaking is necessary and proper. 

Unless, then, there are government deficits in the growth process, 
the monetary system is not the ideal vehicle for financial growth. The 
direct securities that accumulate with real growth in the private sector 
do not tend to match the portfolio requirements of the central bank 
or of an indubitably solvent commercial banking system. This handicap 
can be counterbalanced if the central bank portfolio is liberalized or, 
say, if there are government guarantees of bank deposits and bank 
assets. It can also be aggravated by unimaginative bank management or 
such restrictive banking regulation as the ban on branch banking which 
keeps the lending capacity of individual banks from growing with the 
borrowing requirements of individual deficit spending units. The fact 
is, in this country, that the banking system has not been able simul- 
taneously to keep solvent, to absorb even a constant share of the ex- 
panding supply of direct securities, and to keep pace with the expand- 
ing demand for indirect financial assets. 

B. Financial Control. Inadequacy of the monetary system has at 
least two effects. It provides an incentive to self-finance, especially 
for large business firms. Second, it creates opportunities for competi- 
tive development of nonbank financia! intermediaries. When monetary 
expansion is restrained, real growth supplies the direct securities at at- 
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tractive prices as well as the demand for indirect financial assets that 
other intermediaries can exploit. 

These nonmonetary intermediaries have not been acknowledged 
generally in this country as competitors with banks, and as substitutes 
for them, in easing terms of external finance and hence of deficit spend- 
ing. Regulatory techniques have not been evolved in any systematic 
way to cope with them as instruments of indirect finance. Their equiv- 
alent of the Federal Reserve Act is still to come. 

The lag of regulatory techniques behind the institutional develop- 
ment of intermediaries can be overcome when it is appreciated that 
“financial control” should supplant “monetary control.” Monetary 
control limits the supply of one financial asset, money. With a sophis- 
ticated financial structure providing financial assets, other than money 
and bonds, in increasing proportion to both, control over money alone 
is a decreasingly efficient means of regulating flows of loanable funds 
and spending on goods and services. Financial control, as the successor 
to monetary control, would regulate creation of financial assets in all 
forms that are competitive with direct securities in spending units’ port- 
folios. “Tight finance” and “cheap finance” are the sequels of “tight 
money” and “cheap money.” 

A monetary authority which is tempted to stay within the bounds of 
its traditional controls because they are quantitative, general, and im- 
partial, may find itself more and more out of touch with credit develop- 
ments in critical growth areas where lending by nonbank institutions is 
predominant. Traditional controls are more appropriate to competitive 
loanable-funds markets than to markets that are dominated by a few 
large institutional lenders such as insurance companies. On imperfectly 
competitive markets, where a few nonbank institutional lenders are 
important market forces, capital rationing may become the critical 
medium for enforcing financial control. 

Nonbank institutional lenders give rise to special problems in finan- 
cial control because they are imperfectly competitive and also because 
they are specialized. Since they do buy a rather narrowly limited 
variety of assets and issue specialized varieties of indirect financial 
claims, there can be a credit impasse that is not characteristic of open 
and competitive markets for loanable funds. Intermediaries whose 
debt may be in demand by spending units may be inhibited by law 
or self-restraint from lending to sectors where demand for capital 
formation is most active. Traditional monetary controls do not solve 
this issue of debt incompatibility. 

There are solutions. One is to relax legal restraints, say by per- 
mitting insurance companies to invest in mortgages and common 
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stocks, so that intermediaries become less specialized. The inter- 
mediaries themselves may venture into new varieties of asset and debt. 
Secondary intermediaries such as personal finance companies, may 
arise to assume risks that primary intermediaries avoid. Government 
institutions may hold securities not wanted elsewhere, may guarantee 
such securities, or discount them. Solutions for this problem of match- 
ing borrower and lender have been found. But they have been found 
with some delay, and it is not always apparent that they are the optimal 
solutions. 

Central bank operations in long-term public debt may reverberate 
further through the financial system than operations in short-term 
debt. According to the doctrine of credit availability, such important 
intermediaries as insurance companies and savings banks are sensitive 
to change in bond prices or to uncertainty about bond prices. The 
liquidity of their portfolios is reduced by a rise in rates on Treasury 
bonds. To restore liquidity, intermediaries tend to buy still more 
government securities, possibly of shorter maturity. They tend also 
to contract direct lending on mortgages or industrial loans. The con- 
traction of lending may mean a rise in interest charges to private bor- 
rowers, but its immediate and perhaps most powerful implement is 
credit rationing. 

This availability doctrine acknowledges the parallelism between 
_ banks and other intermediaries. It imposes on the central bank respon- 
sibility for supervision over indirect finance generally rather than over 
indirect finance through banks alone. We cannot be sure that it is 
based on a sound estimate of intermediaries’ portfolio practices, but we 
do regard it as a provocative step in the transition to theorizing about 
financial control as distinct from monetary control.” 

*Samples of the literature on the credit availability doctrine include, Statement of 
Paul Samuelson, Monetary Policy and the Management of the Public Debt, Hearings be- 
fore the Subcommittee on General Credit Control and Debt Management of the Joint 
Committee on the Economic Report, 2nd sess., 82nd Cong., March 1952, pp. 694-98, 740; 
Ira O. Scott, Jr., Monetary Policy, the Theory of Assets, and the Availability of Credit, 
passim (doctoral dissertation, Harvard University, 1953); Robert V. Rosa, “Interest 


Rates and the Central Bank,” Money, Trade, and Economic Growth, Essays in Honor 
of John Henry Williams (New York, 1951), pp. 270-95. 
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THE FACTOR PROPORTIONS PROBLEM IN 
UNDERDEVELOPED AREAS 


By R. S. Eckaus* 


The concepts “structural disequilibrium,” “overpopulation,” “tech- 
nological unemployment” and “underemployment” appear frequently 
in the literature on underdeveloped areas and there is considerable dis- 
cussion of the comparative desirability for use in such areas of rela- 
tively labor-intensive or capital-intensive techniques. This paper is 
intended to help clarify some of the underlying issues and to begin 
to provide a theoretical basis for their analysis. 

Many of the underdeveloped areas of the world have large agrarian 
populations in which there is either persistent open unemployment 
or in which the marginal productivity of the working force is so low 
that it is commonly believed that withdrawal of a sizable fraction 
would not significantly affect output. This seems to be the case to 
varying degrees for much of Asia and the Middle East. Other countries, 
such as Italy, show persistent urban as well as rural unemployment 
or underemployment. It is a common feature of the unemployment in 
these countries that it fails to respond to fiscal policy measures designed 
to increase employment by stimulating effective demand. Use of con- 
ventional income-generating techniques appears in fact to create infla- 
tionary pressures and balance-of-payments difficulties long before full 
employment is approached. 

This interpretation of the condition of many underdeveloped areas 
has led to the formulation of a number of alternative explanatory 
hypotheses which are presented in Section I. One of these hypotheses 
appears, at this stage of investigation, to be particularly fruitful in 
casting light on some of the outstanding characteristics of under- 
developed areas and is elaborated in Section II. Two approaches to 
the problems of empirical testing of the hypotheses are outlined in 
Section ITI. 

*The author is assistant professor of economics, on leave of absence from Brandeis 
University, and presently research associate at the Center for International Studies, Massa- 
chusetts Institute of Technology. He wishes to express his gratitude to the Center for 
International Studies, under whose auspices he did the work upon which this paper is 
based, to the seminar group of the Center for criticism and encouragement and especially 


to F. M. Bator and P. N. Rosenstein-Rodan. He is also indebted to P. A. Samuelson and 


R. Solow for their interest. 
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The hypotheses presented below suggest that the unemployment diffi- 
culties of underdeveloped areas are not basically due to lack of effective 
demand but stem from “market imperfections,” limited opportunities 
for technical substitution of factors and inappropriate factor endow- 
ments.’ The techniques of analysis of factor market imperfections are 
well known.’ The implications of limited technical substitutability of 
factors were first analyzed by Abraham Wald* and more recently by 
the linear programming techniques.‘ Further development of the 
theoretical analysis in this paper consists mainly of an elaboration of 
geometrical techniques, which are used to apply the theory specifically 
to the problems of underdeveloped areas. 


I. The Factor Proportions Hypotheses 


The analysis which follows has grown out of the suggestion by C. P. 
Kindleberger that underdeveloped areas such as Italy are characterized 
by “structural disequilibrium at the factor level.” This concept, 
formulated by Kindleberger and E. Despres, is identified as follows: 


Disequilibrium at the factor level may arise either because a single factor 
receives different returns in different uses or because the price relation- 
ships among factors are out of line with factor availabilities.® 


This suggestion has been the starting point for two types of explana- 
tion of unemployment or underemployment in underdeveloped areas. 
The first type assumes that available technology would permit full use 
of the working force at some set of relative prices and finds the source 
of unemployment in various types of “imperfections” in the price sys- 
tem. The second type suggests that there are limitations in the existing 
technology or the structure of demand which lead to a redundancy of 
labor in densely populated, underdeveloped areas. The two types of 
hypotheses are combined in Section II to obtain a more general 
analysis. 


*The hypotheses and analysis have come to be known at the Center for International 
Studies, M.I.T., as the “factor proportions” problem. 
on Joan Robinson, Essays in the Theory of Employment, 2nd ed. (Oxford, 1947), 

*A. Wald, “Ober einige Gleichungssysteme der mathematischen Okonomie,” Zeitschr. f. 
Nationalékon., Dec. 1936, VII, 636-70; cf. also, W. L. Valk, Production, Pricing and 
Employment in the Static State (London, 1937), p. 58. 

*E.g., R. Dorfman, Application of Linear Programming to the Theory of the Firm 
(Berkeley, 1951). In an as yet. unpublished paper (“Full Employment and Fixed Coeffi- 
cients of Production”) M, Fukuoka also related the assumption of fixed coefficients in 
production to the problem of unemployment. 

*C. P. Kindleberger and E. Despres, “The Mechanism for Adjustment in International 
Payments—The Lessons of Postwar Experience,” Am. Econ. Rev., Proceedings, May 1952, 
XLII, 338. 
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A. The Market Imperfections Hypotheses 


In the accompanying figure the vertical axis represents the rate of 
real wages and the horizontal axis the amount of labor. The curves 
DD’ and SS’ represent the aggregate supply and demand relations for 
a typical industry if factor markets are competitive. Under competitive 
conditions the wage rate would settle at E.° 

Suppose, however, that trade union pressures, immobility of labor, 
government social legislation cr other factor-market imperfections 
maintain the wage rate at W rather than allowing it to fall to E. The 
effective labor supply curve would be WS’. At the higher wage rate the 
demand for labor would not absorb all the labor available and it could 
be said, as Kindleberger does, that, ceteribus paribus, the wage rate 
does not represent factor endowments. 


Rete | 


Quantity of Labor Services 


Ficure 1 


To isolate the influence of various types of imperfections let us now 
consider a case in which factor mobility, or lack of it, is not important 
and continue to confine the analysis to a closed economy. If the system 
had become adjusted to a particular complex of rigidities there would 
be no need for factor mobility in the absence of changes in techniques 
or tastes.’ 


* Fixed supply and demand curves such as those in Figure 1, suppose, of course, con- 
stant resources, technology and consumer tastes. 

* “If effective demand always moved up and down in the same well-worn channels, a 
supply of each type of labor would always be ready waiting to meet demand for it, when 
effective demand expanded, and the question of mobility would not arise.” Joan Robinson, 
op. cit., p. 30. 
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The comparative use of the factors of production, depending as it 
does on the factor-price ratios and technology, would, however, reflect 
the “true availability” of labor only if wages were kept at £ in Figure 
1. If wages are kept at W there is an “artificially” high ratio of the 
price of labor to the price of capital. Since we are explicitly assuming 
that factor substitution is, in fact, possible, a structure of production 
may result with a higher capital-labor ratio than otherwise. If the dia- 
gram were representative of large parts of an economy, as output in- 
creased full employment of the given labor force would require the 
use of more capital than if the structure of production were adjusted 
to a lower labor-capital price ratio, unless the substitution effects were 
offset by increasing returns to scale. In a country in which capital was 
scarce and unemployment of considerable magnitude, the attempt to 
achieve full employment by use of relatively capital-intensive invest- 
ment would be more likely to lead to inflation and balance-of-payments 
difficulties, short of full employment, than if more labor-intensive tech- 
niques were used. 

The development of social policy in economically underdeveloped 
areas frequently proceeds more rapidly than economic growth. Imita- 
tion of the techniques of more advanced countries is not confined to 
technology. Elaborate social security legislation and aggressive govern- 
ment-encouraged union movements are often found in densely popu- 
lated, low per capita income countries which are just on the threshold 
of economic advancement. There is little or no scope for such devices 
for raising wages except in the relatively more advanced and well- 
organized sectors. Therefore, new industrial projects may face the 
prospect of wage rates quite different from those prevailing in the 
handicraft and agrarian sectors and thus may be compelled to use 
different factor proportions. These considerations suggest that the fore- 
going analysis may be quite relevant for underdeveloped areas. 

The next step in the analysis is to abandon the assumptions of con- 
stant technology and consumer tastes and to investigate the effects of 
changes in the composition of demand for goods and factors due to such 
influences as changes in methods of production or in the directions or 
levels of demand as a result of changes in tastes or foreign competition. 
In this second case, as the level of aggregate effective demand rises, 
goods will be demanded in different proportions than formerly and the 
location and magnitudes of the demand for factors of production will 
shift. If labor is not mobile, or if it takes considerable wage increases 
to shift it, then factor disequilibrium such as depicted in Figure 1 for 
the preceding case of constant tastes and technology would develop 
in certain industries. An increase in the level of effective demand would 
push other industries to the limits of capacity relatively quickly in 
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this second case. Money wages and prices would begin to rise, not uni- 
formly but in the “bottleneck” sectors, prior to the achievement of 
general full employment. New investment in these sections would 
tend to increase still further the substitution of capital for labor while 
offsetting tendencies in the relatively stagnant sectors would work 
slowly, if at all. The balance of payments under the pressure of grow- 
ing domestic inflationary pressures and increased demand for capital 
imports would tend also to develop deficits at an earlier stage in the 
expansion of national income. This could all be superimposed upon 
and could aggravate the “factor disequilibrium” previously discussed. 
It would be distinguishable, however, as there would be evidence of 
excess capacity and stranded capital-goods resources indicating an 
original misallocation or a structural shift. 

There is at least superficial evidence to suggest that the factors 
stressed in this hypothesis may be operative in some underdeveloped 
countries. For example, although Italy has a persistent unemployment 
of about 2 million in a population of around 47 million, there are also 
some sectors of the Italian economy, such as shipbuilding, in which 
there is persistent unused physical capital plant and equipment. More- 
over, we would expect that in underdeveloped areas the working force 
would be even more bound by tradition, reluctance to change location 
and barriers to social as well as physical movement than is the case in 
more advanced, industralized countries; this would also contribute to 
the problems created by structural change. 

Closely related to this second hypothesis is an explanation which 
locates the source of factor disequilibrium in barriers to the entry of 
new firms into profitable industries whose expansion is limited by 
various types of monopolistic restrictions. This and the other types of 
“imperfections” could aggravate the “factor disequilibrium.” 

One further related hypothesis remains to be considered here.* 
Suppose that, whatever the actual characteristics of the production 
function and degree of technical substitutability of factors, business- 
men believe that they face a production function with constant coeffi- 
cients, 7.e., no factor substitution is possible. Indian businessmen, for 
example, may believe that the “American way” of producing is the 
best and only way and that this always involves high ratios of capital 
to labor. Plant engineers accustomed to emulating “Western” tech- 
nology may not be sensitive to the range of choice actually available in 
manufacturing processes and may impose unnecessary technical con- 
straints on managers in underdeveloped countries. Thus in Figure 2, 
although the solid lines, x:, x2 . . . may represent the real contours of 


*T am indebted to F. M. Bator for the suggestion of this case. 
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the production function, businessmen may regard the dashed lines 
x1’, Xe’ .. . as the ones along which they must move. 

In this case the expansion path P would be independent of the 
factor-price ratios, and, therefore, of the supply curve of labor such 
as indicated in Figure 1. Expansion of effective demand would tend to 
run into the limits imposed by capital capacity prior to the achieve- 
ment of full employment with consequent inflationary tendencies and 
balance-of-payments difficulties. This could take place even if Figure 
2 were not characteristic of all sectors of industry. 
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B. The Technological Restraints Hypothesis 


It is fairly common for observers to report finding modern, capital- 
intensive equipment and techniques used in underdeveloped areas 
where relative factor prices would suggest the use of more labor-inten- 
sive techniques. I should now like to suggest that the use of the 
“modern” techniques is not necessarily irrational emulation but the 
result of real limitations in the technological choices available, and that 
this, in turn, is a major source of labor employment problems in under- 
developed areas. At this point the exposition will be oversimplified to 
indicate in stark outline the nature of the argument. In the next section 
the hypothesis will be combined with some of the market imperfections 
hypotheses in an attempt to describe some of the major characteristics 
of underdeveloped and overpopulated areas by the use of a relatively 
simple theoretical framework. 
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The basic assumptions of the following analysis are: (1) in large 
sectors of an economy there are only a few alternative processes which 
can be utilized; (2) these processes are relatively capital-intensive.° 
There have been frequent comments which describe certain features 
of underdeveloped and overpopulated areas as essentially the result of 
limited variability in the coefficients of production. An example of this 
kind of comment is the frequently observed “underemployment” in 
agriculture, where this is taken to mean that, with agricultural tech- 
niques remaining unchanged, withdrawal of farm labor would not 
reduce output. 

The Case of One Good, Two Factors and One Process. In the first, 
most simple case to be considered, suppose that only one good is pro- 
duced in the economy, national product, which requires two factors, 


Ficure 3 


capital and labor.*® Assume also that only one process can be used to 
produce national product, i.e., that the factors must be used in fixed 
proportions. This situation is represented in Figure 3, where the heavy 


*A production “process” is a way of combining different factors of production whose 
proportions are determined by technology, although the scale of production and thus tie 
absolute quantities of the factors used may be freely variable. 

* Confining the analysis to only two factors is not essential but highly convenient for 
geometrical demonstrations. 
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black line represents national output, x, of 1 unit; the lighter lines 
represent higher outputs. Quite irrespective of relative factor prices, 
points a, b, c, etc., represent the combinations of factors which will 
be used to produce output and the slope of the line joining these points 
is equal to the constant, capital-labor ratio. 

Only when the factors of production are actually available in pro- 
portions equal to the fixed capital-labor ratio is there the possibility 
that both can simultaneously be fully utilized. If the actual factor en- 
dowment is off the line oabc, for example, at point £, there must in- 
evitably be some unemployment of labor which is not amenable to any 
fiscal or monetary policy for its alleviation. Labor is a redundant 
factor and only by increasing capital stock in the amount indicated by 
the length of the dashed line can the unemployment be eliminated." 
Conventional compensatory fiscal policy would, in this case, only result 
in inflationary pressures. The persistent open and “disguised” un- 
employment in underdeveloped countries may be at least partially of 
this kind. 

Two or More Processes. Suppose now that a second and a third 
relatively more labor-intensive process is developed for the production 
of the same good, national output, so that three processes are now 
available. This is represented in Figure 4 by the existence of two more 
right-angled constant-product lines for a unit of output and two addi- 
tional expansion paths, ocd and oef. 

In addition to the alternative combinations of factors which may be 
used to produce a unit of output represented by points a and c and e, 
the lines ac and ce also represent combinations of factors which will 
yield a unit of output. It is possible to be between @ and c on line ac, 
for example, by using the first process and the second process in dif- 
ferent combinations. If the resources are taken away from the first 
process, output would fall. But if these resources are then used in the 
second process, output would rise. It can be shown rigorously** and may 
be appreciated intuitively that there is some withdrawal of factors from 
process 1 and subsequent use in process 2 which will restore output to 
the unit level. Correspondingly the line bd represents combinations of 
process 1 and process 2 and of the two factors capital and labor which 
are optimal for the production of the x2 level of output.** 

“I recognize that it is stretching a definition considerably to call redundant factors 
“unemployed.” However, since it is specifically the hypcthesis of this paper that the labor 


called “unemployed” or “underemployed” in underdeveloped areas is redundant, I shall, 
with this warning, use the terms interchangeably. 


® Cf. Dorfman, op. cit., pp. 39-41. 
“Tt can be seen by drawing a line from a to e that, for any output, any combination 


involving processes 1 and 3 would require more of at least one factor than a combination 
of processes 2 and 3. 
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In this second case where several processes are available the propor- 
tions in which the two factors can be used are not confined to either 
the expansion path of the first process or the expansion path of the 
second process, or both, but may be any place within the area bounded 
by oad and oef. Thus the factor endowment £;, while inevitably imply- 
ing some unemployment of labor when only the first process was avail- 
able, can now be fully utilized by using the first process on a smaller 
scale and switching some of the capital to the second process. If, how- 
ever, the factor endowment should be outside the area bounded by the 
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two expansion paths, at E2 or Es, for example, structural unemploy- 
ment of capital capacity or of labor would ensue in exactly the same 
manner as in the preceding case of one process, regardless of factor- 
price ratios or fiscal policy. i 

If more than two processes are available to the economy, full em- 
ployment of all factors will be possible at a nonzero wage so long as the 
proportions in which factors are endowed fall on or within the limits 
set by the processes with the most extreme factor-use ratios. This sug- 
gests an observation which is, by now, almost trite: reduction of under- 
employment in overpopulated areas requires the addition of scarce 
factors. This may, however, be accomplished in a variety of ways, such 
as the use of dry farming methods and drought- and heat-resistant hy- 
brids which increase the land available for farming. 
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In the case in which just one process is available, changes in relative 
factor prices can not affect the proportions in which factors are used. 
This is not true when there are two or more processes available. In 
this case factor proportions employed will, in competitive markets, 
vary with factor prices and the achievement of full employment, if 
technologically possible with the given factor endowment, will depend 
on factor prices. In Figure 4, 71, r2 and rs are constant-expenditure lines 
illustrating three possible sets of factor prices. The line rz has the 
special feature that its slope is equal to that of the constant-product 
curve between points @ and c.** 

If the price ratio of factors were of the r: or rs types only one process 
and one ratio of factors would be used. To employ completely each of 
the factors in an endowment like Z:, the very special factor-price ratio 
re would be necessary. A factor-price ratio slightly different from rz 
would be sufficient to move factor use ratios away from E: to one of 
the isoquant vertices. Moreover, having reached a vertex of an isoquant 
it would be possible for large changes in relative factor prices to occur 
without leading to factor substitution. 

Two Goods and Two Factors. An interesting question is whether the 
restriction of the analysis to only a single good is responsible for the 
character of the conclusion. By use of an Edgeworth-Bowley type box 
diagram we can continue to have the advantage of graphic techniques 
without loss of simplicity and extend the analysis to the case of two 
goods. 

Let us now assume that we have two goods x: and x2, each of which 
can be produced by two, ‘ixed-proportions processes, and that constant 
returns to scale prevail;** only two factors, capital, K, and labor, L, are 
used. Figure 5a shows a few of the infinity of equal-product lines which 
could be drawn for different outputs of the two goods. The solid lines 
refer to product 1, the dashed lines to product 2. In Figure 5b, these 
isoquants are used to construct a box diagram. The dimensions of each 
side of the box represent the total amount of factors available. Any 
point within the box simultaneously represents four quantities: the 
amount of capital and the amount of labor used in producing x: which 
is determined by measurement from the lower left-hand corner, and 
the amount of capital and the amount of labor used in the x. industry, 
measured from upper righthand corner. 

Figure 5b provides the basis for the derivation of the “efficiency 


™ Constant expenditure lines rs and rs could be drawn analogously to 72 and r:, with a 
slope equal to that of ce, and less than that of ce, respectively. 

* The assumption of constant returns to scale is, of course, maintained not because it is 
considered the best description of reality but for its analytical convenience. Some com- 
ments on the effects on the analysis of dropping this assumption are made below, p. 556. 
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locus” for the two goods x: and x2. If production takes place at any 
point off this locus, it is possible by recombination of factors to pro- 
duce more of one good without diminishing the output of the other. 
If along the efficiency locus corresponding amounts of the two goods 
are read off and plotted on a chart as in Figure 5c, the transformation 
or production-possibility curve between x: and x2 is obtained. 

To locate a point on the efficiency locus we must specify a particular 
amount of x, to be produced and find the maximum of xz which can 
simultaneously be produced. Graphically, we must move along the 
specified x: isoquant crossing x2 equal-product lines until we reach the 
highest x2 isoquant obtainable. The optimum positions achieved will 
thus be located at tangencies of the x: and x2 equal-product lines where 
the lines just touch without crossing. Since, in the present case, each 
equal-product line is made up of segments of straight lines, the optimal 
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positions will be corner tangencies. By repetition of this maximizing 
process for a series of points the entire efficiency locus can be 
determined. 

Since in the present case the efficiency locus for the two goods is a 
rather complicated succession of line segments we shall trace it out 
carefully. Starting at O:, zero output of x:, the maximum output of x2 
obtainable is indicated at point A and could be computed by dividing 
O.A by the scale factor applicable to process x.’. If output of x: is now 
increased relative to x2, it will be most efficient, at first, to use process 
x: and for x2 to be produced with process x2’; production of x: would 
then move along the expansion path O.B and x. should decrease along the 
expansion path x.’ to point B. In this first stage capital is a redundant 
factor and labor is relatively scarce. The economic system adjusts to this 
condition by directing the use of the most capital-intensive processes to 
be used for the production of both goods. 

As production of x, is expanded beyond point B it would be best now 
to use both process x:’ and process x.” in combinations indicated by 
the intersection of O.A with the constant-product lines for commodity 
x. as long as these intersections lie between the expansion paths of x1.’ 
and x:”; production of x2 should continue to be by means of process 
x2’ alone, however. This second stage is indicated by the points on the 
segment BC which belong to both the combination of x,’ and x.” and 
process x2’. By tracing along an x: isoquant between B and C it can be 
seen that shifting to the expansion path O-A makes possible a larger 
production of x2 for the particular output of x: than if we had remained 
on the path O.B. As production of x: is expanded in this stage and 
production of x2 is decreased, capital becomes more scarce relative to 
labor due to the relatively high labor-capital ratio of the resources 
released by the decrease in production of x2. 

In the third stage, as output of x: is farther increased, it is most 
efficient to use only process x1”. But now for any given output of x, 
the maximum amount of x2 can be obtained by use of the more labor- 
intensive process x2” in‘combination with process x.’. The third stage 
on the efficiency locus is indicated by line CD. 

Finally, still further expansion of production x: continues to be best 
done along the expansion path of process x1” until, at point E, x: is 
being produced to the complete exclusion of x2 In this fourth and final 
stage the output of x2 should be produced only by process x-”. 

Only in the fourth stage and the first stage of the efficiency locus 
would optimum allocation imply some unemployment of one of the 
factors. In the first stage the unemployment of capital for different out- 
puts of x: and x2 is indicated by the vertical distance between lines 
AB and O.B. In the final stage the unemployment of labor is measured 
by the horizontal distance between lines DE and DO:2. 
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Actually the occurrence and qualitative significance of any of the 
stages depends on both technology and factor endowments. If process 
x.’ were relatively more labor-intensive than is shown, its expansion 
path would pivot to the right and stage 2 in Figure 5b would be pro- 
longed. As common sense would suggest, development of a sufficiently 
labor-intensive process for x, could cause stages three and four to dis- 
appear entirely and with them the possibility that there could be an 
“optimal” configuration which involved unemployment of labor. A 
similar effect would result from a decrease in the amount of labor en- 
dowment. This could be depicted by squeezing together the left- and 
right-hand sides of the box in Figure 5b. Increasing the labor supply 
would mean stretching the box horizontally. This would not only in- 
crease the range of outputs associated with stage 4 but also, if pushed 
far enough, first eliminate stage 1, the capital unemployment stage and 
then stage 2. 

The points ABCDE on the technical transformation curve in Figure 
5c correspond to the similarly lettered points on the efficiency locus in 
Figure 5b.** At first when only a little x: is produced and, relatively, 
a lot of x2, we should move along the segment AB using process x,’ and 
x2’. Unemployment of capital associated with this segment on Figure 5b 
will be reduced as we approach B. Relative labor scarcity is limiting 
along this segment and the slope of the line segment AB will depend on 
the ratio of the labor inputs of output of x. to x:. The relative labor 
intensity of process x2’ compared to process x,’ as drawn on Figure 5a 
accounts for the steepness of the segment. 

The line segment ED on Figure 5c has an exactly analogous justifica- 
tion to that for the segment AB. Labor unemployment will be reduced 
as D is approached from point EZ. Capital is the only scarce factor and 
the relative capital intensity of process x.” as compared to process x.” 
accounts for the flatness of ED. 

Point C is located conveniently relative to points B and D. More of x, 
is produced at C than at B, though not so much more as produced at point 
D. Likewise less x2 is produced at C than at B though not as much less at 
D. The segments BC and CD will be straight lines as can be verified by 
noting in Figure 5b that, due to the assumption of constant returns to 
scale in all processes, there must be a constant ratio between changes 
in output of x2 along the line O-A between C and B, for example, and 
changes in output of x. 

It was pointed out with regard to the efficiency locus in Figure 5b 
that changes in factor endowment and technology could shorten, extend 

“In the constant-returns-to-scale case, only relative factor endowments are important 
in determining the shape of the transformation curve. If the absolute factor endowments 


were changed while relative factor endowments remain constant, it would amount to 
sliding the northeast and southwest vertices of the box on the connecting diagonal. 
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or even completely eliminate various stages of the efficiency locus. This 
applies also to the separate segments of the technical transformation 
curve. The technical transformation curve of Figure 5c illustrates all 
the possible stages which could be produced by this simple case, from 
unemployment of capital to unemployment of labor. It should not be 
presumed that this range of possibilities will actually exist in a par- 
ticular system at any one time. Rather, it is the hypothesis of this paper 
that technology and factor endowments in underdeveloped areas are 
such that a segment like DE, in which labor is redundant, is important 
in their transformation curves. 

To demonstrate the importance of demand conditions for employ- 
ment when the conditions assumed in the present hypothesis exist, we 
shall draw a transformation curve in Figure 6 consisting only of stage 


CD, along which there is full employment of both capital and labor, 
and the labor-redundant stage DE. This can be envisaged as the result 
of a high rate of population growth which has stretched the labor axis 
very far. We can now see that actual achievement of full employment 
depends on the relative demands for the two goods. Market baskets 
whose composition falls along CD will allow full employment; along 
DE labor will be redundant. A geometrical demonstration which is 
suggestive, though lacking in rigor can be given. Suppose that the lines 
i, and i: represent two different possibilities for the community’s in- 
difference curve for the two goods. Only in the case in which the in- 
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difference curve is tangent along CD will optimal output imply full 
employment. The community must face a conflict in goals between full 
employment and maximum value of output if és is in fact its indifference 
curve.*’ Extending the analysis to include many goods would widen the 
range within which factor endowments could vary without unemploy- 
ment of one or more factors resulting. There would, however, still be 
no guarantee that the composition of goods demanded would always 
hit on a full-employment point. 

It may also be observed that if it is possible to buy and sell in foreign 
trade at price ratios between the slopes of CD and DE, full employ- 
ment would again be possible though not necessary. To determine 
whether or not it would result, it would be necessary to know the re- 
ciprocal demands for exports and imports. 

It would be possible to elaborate this model now by investigating the 
implications for the analysis of market imperfections such as were 
considered in the previous section. This extension will be postponed 
to the following section, however, and applied to a model of under- 
developed areas designed to be somewhat more realistic. As it stands 
the present analysis gives us, I believe, important insight into the prob- 
lems of underdeveloped areas. It presents a hypothesis which helps 
account for the inflationary tendencies of underdeveloped areas under 
the impact of programs designed to raise effective demand, and for the 
stubbornness of unemployment in such areas. 

The analysis of this section also provides a more precise definition 
for the “technological unemployment” mentioned in Measures for the 
Economic Development of Underdeveloped Countries.** Technological 
unemployment may be a real problem for underdeveloped areas if it is 
defined, as in this section, as redundant labor arising from resource and 
technological restraints and the structure of demand. 


II. A Model of Underdeveloped and Overpopulated Areas” 


Though the analysis of the previous section is suggestive, it is hard 
to believe that all of the unemployment and underemployment in under- 
developed areas represents literally uselss labor. Moreover, the assump- 
tion of only a few alternative processes and a quite limited range for 


“A major qualification to this analysis, still on the static level, is the possibility that 
the shape and position of the community indifference curves might not be independent of 
the particular processes or combinations of processes which are used. To handle this 
difficulty it would be necessary to determine the shifts in income distribution which re- 
sult from changes in factor prices and to explore the differentials in tastes of the re- 
_ cipients of the different types of income. 

- ™ United Nations, Department of Economic Affairs (New York, 1951). 


*I am particularly indebted to P. N. Rosenstein-Rodan for discussion of the issues 
raised in this section. 
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substitution of factors does not seem to fit well the technological charac- 
teristics of a number of important industries, as, for example, agri- 
culture. I shall attempt therefore to move toward greater realism by use 
of a two-sector model (one section with fixed, and one with variable 
coefficients of production), and investigation of the effects of market 
imperfections in such a system. To the assumption of limited oppor- 
tunities for substitution in some industries is added the hypothesis that 
in many other industries there is a considerable range of variability in 
tne proportions in which factors can be used. 

It will be useful to initiate the discussion under the assumption that 
each of the two sectors produce the same product. Suppose that in 
Figure 7 the constant-product lines of the fixed-coefficient industry are 
represented by the lines x1, x2, .. . .* and the constant-product lines 
of the variable coefficient industry by the lines x1’, x2’... . 

The output x: could be produced by the factor combination and 
technique represented by point 1 or any of the factor combinations 
using the variable proportions technique represented by the line x’. 
Moreover, following the reasoning on page 546 above, it is also possible 
to produce x: by simultaneously using both the fixed-coefficients and 
variable coefficients techniques. All of the lines which could be drawn 
from point 1 to line x,’ represent a combination of methods which would 
produce output x; all such lines fall between the lines 1a and 16 which 
are drawn from point 1 just tangent to line x,’.** The “efficiency locus” for 
specified outputs can be traced out by determining, for given amounts 
of one of the factors, the minimum amount of the other factor necessary 
to produce the output. If this is done for output x: when very little 
labor is available it is best to produce by the use of the variable coeffi- 
cients process alone; a representative factor use for this case is at point 
p. As more labor becomes available the minimum amount of capital re- 
quired to produce x: is found by sliding down the variable coefficients 
constant-product line to point a. Line a1 represents different combina- 
tions of the variable-coefficients technique located at a and the fixed-co- 
efficient process. When the labor available is further increased, the 
minimum amounts of capital necessary to produce x: are found by 
moving along line a1. As labor available is still further increased the 
line 1b is the next segment of the efficiency locus used, for reasons 
analogous to those given for the use of segment a1. Finally, when labor 


* Although the constant-product lines for the fixed-coefficients sector are drawn in Fig- 
ure 7 as if only one process is available, the demonstration is perfectly general and its 
implications are applicable when more than one process is available for the fixed-coefficient 
industry. 

*T am indebted to R. Solow for the criticism of a previous paper which led to this 
formulation. 
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is increased beyond the amount available at point 5, again only the 
variable coefficients method should be used to produce x. 

Output x: could also be produced by process combinations and 
amounts of factors which do not lie on the efficiency locus, of course. 
Line /1 represents a series of such combinations, using in varying pro- 
portions the variable coefficients techniques located at p or m and the 
fixed-coefficient process located at point 1. Any combination of methods 
along pn1, however, would result in higher costs for x, than a method 
found on the efficiency locus; methods along pm1 could also be used to 
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produce larger amounts than x:. Of course, many lines like pul could 
be drawn between a1 and the vertical portion of the fixed-coefficient x: 
isoproduct line and, analogously, between 10 and the horizontal portion 
of the fixed-coefficient isoproduct line. Lines like 1m, of which many 
could also be drawn, represent combinations of methods which would 
also produce %:, but require more of both labor and capital than points 
on the efficiency locus. The boundaries of lines such as 1m are the 
vertical and horizontal portions of the fixed-coefficients x: isoproduct 
line. 

Figure 7 embodies the constant-returns-to-scale assumption for both 
the fixed-coefficients and variable-coefficients method. This is not neces- 
sarily the most realistic or relevant assumption, however, nor does the 
relative position of the two types of curves, or the shape of the variable- 
coefficients isoquants necessarily correspond closely to reality. It is 
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useful to recognize other, special cases which may have important 
empirical significance. In Figure 7, for example, only the extremes of 
the isoproduct curves of the variable-coefficients technique were a part 
of the efficiency locus for any particular output, and, as drawn, rela- 
tively little substitution was possible at such extremes. It would, of 
course, be possible to draw figures in which the “efficient” isoproduct 
ridge lines follow the variable-coefficients lines so as to allow substitu- 
tion of factors over a considerable range. 

The effect of divergent rates of return to scale on the shape and 
slope of the constant-product ridge lines is illustrated in Figure 8 for 


Ficure 8 


one possible set of relations. In the fixed-coefficients process it is as- 
sumed that there are increasing returns to scale (shown by decreasing 
distances between %1, x2, xs, along any ray from the origin). In the 
variable-coefficients method constant returns to scale are the rule 
(shown by constant distances between x1’, x2’, xs’, along a ray from the 
origin). In this example, the efficient isoproduct tines change their 
shape as output is increased. For output x: only the variable-coefficients 
constant-product line is relevant. For output x: the “efficient” iso- 
product ridge line involves use of both the fixed and variable-coefficient 
techniques. Finally, for output xs, only the fixed-coefficient technique 
is “efficient” and the ridge lines involving the variable-coefficient 
method necessarily have a positive slope. 
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Figure 8 provides the formal basis for some useful deductions. 
Changes in factor prices which might at one scale of output induce 
shifts in the proportions in which factors are used, may not induce such 
shifts at another scale of output or may only produce smaller shifts. 
Likewise techniques of production not feasible at one scale of produc- 
tion may become mandatory for efficiency at another scale. 

In Figures 6, 7 and 8 it is particularly clear that in order for the 
system to travel along its most efficient production isoquant it is neces- 
sary that factor prices be flexible. Factor price rigidities would make 
parts of the efficient constant-product lines unattainable for profit- 
maximizing businessmen. 

We can now go rapidly through an analysis of the two-sector model 
hypothesis assuming that each sector produces a different commodity. 
The geometrical representation of this, using the box diagram techni- 
que introduced in the previous section, is provided by Figure 9a. The 
assumption that for x: only two alternative processes are available is 
maintained for convenience; the resulting production-possibility curves 
for x: are shown by the solid lines. The assumption of variable- 
coefficients in the production of x2 is limited to the sector between its 
ridge lines because at these ridge lines the marginal productivity of one 
of the factors becomes zero and further input of this factor would have 
no effect on output.”” 

The production functions for x: and x2 are reproduced in the box 
diagram in Figure 9b: the dimensions of the box are determined by 
the factor endowments.” Using this box diagram we can trace out the 
efficiency locus for the two products by repeatingly asking the question, 
“For a given amount of x: what is the maximum amount of x2 which 
can be produced?” In the process of tracing out the efficiency locus, 
the transformation curve can be drawn for the two goods. 

Starting at O:, zero output of x:, the maximum amount of x2 pro- 
ducible is given by O2A. If the output of x: is increased relative to xe, 
it would be most efficient at first to use process x,’ for x: and to produce 
x2 by traveling along its most capital-intensive ridge line, O.A. This 
represents optimal behavior up to point B. In this stage although both 
products are being produced capital is a redundant factor. This results 
in spite of the variability of coefficients in production of x2 because 
outside the upper ridge line of x2 capital has zero marginal productivity. 
Stage 1 is represented on the transformation curve in Figure 9c as 
segment AB. 

*TIt is assumed that there is no disposal problem and, thus, that the production 
isoquants do not bend back on themselves. 


* Again only the ratio of the factor endowments is important as long as constant re- 
turns to scale is assumed. 
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Figure 9c 


The efficiency locus from B to C is traced out by finding the s, cces- 
sion of points at which the x: constant-product curves touch the highest 
x2 constani-product curves. In this stage process x1’ will be used for 
x; and a varying combination of factors for x2. The segment of the 
transformation curve for this stage, BC, will be curved as equal in- 
creases in production of x: along x,’ will not result in constant changes 
in output of x2. Only along rays from the origin O. will equal distances 
imply equal differences in output of x2. BC will be concave to the origin 
as is “normal” for transformation curves; graphically it can be seen that 
smaller and smaller changes along x,’ are needed in order to move across 
equal changes in output of x2. As production moves from B to C the 
points at which x:’ corners touch the x2 isoquants will be characterized by 
smaller and smaller slopes on the x2 isoquants, corresponding to the 
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decreasing capital-labor ratio used in the production of x2. At some 
point, C, the capital-labor ratio in x2 will become equal to the capital- 
labor ratio represented by the negatively slanting portion of the x: iso- 
quants. A ray from the origin O2 to point C will intersect every 2 
isoquant at a point with identical slopes. Thus CD, the third stage of 
the efficiency locus and the transformation curve, will be the series of 
tangencies of the negatively slanting portion of the x: isoquants, repre- 
senting combinations of processes x,’ and x.” and the x2 isoquants along 
the ray O2C. The segment of the transformation curve corresponding to 
CD lies on a ray from O: and thus the equal jumps across the x; iso- 
quants will mark out constant changes in production of x2. 

At point D and for further increases in output of x: relative to x2 it 
would be best to use only process x.” for production of x:. The segment 
of the transformation curve, DE, corresponding to DE on the efficiency 
locus, is curved for reasons similar to those which created the curvature 
of segment BC. 

The final stage of the efficiency locus is the labor unemployment 
stage. The marginal productivity of labor has fallen to zero in the x2 
sector and in a perfect factor market wages would fall to zero. EF re- 
presents this final stage on the transformation curve in Figure 9c. 

ABCDEF in Figure 9c is the full transformation curve for this case. 
There are now curved as well as straight-line segments, and the kinks 
characteristic of the previous transformation curves have disappeared.” 

In Figure 9b, as in Figure 5b, it is possible to visualize the effects 
of structural changes by altering the shape and position of the produc- 
tion isoquants for each product and the dimensions of the box. 

The box diagram approach helps to clarify the implication of the 
differences in substitutability in the fixed-coefficient and variable- 
coefficient sectors. It is clear that the outputs at which one or another 
factor becomes redundant will be determined by the limits of sub- 
stitution in the variable-coefficients sector and the most extreme labor- 
and capital-intensive processes in the fixed-coefficient sector, not by the 
discontinuities of the latter sector. These have other important effects, 
however. 

Suppose that the respective demands for output are such that a 
large part of the available capital is drawn into the capital-intensive 
and fixed-coefficient sector. The amount of labor which can be ab- 
sorbed in these sectors is dependent on the amount of capital available. 
Since capital is a scarce factor, labor employment opportunities in this 
sector are limited by its availability rather than by demand for output. 


* Being off the efficiency curve, it may be noted is like being on an isoquant 1m in the 
single-good case. Cf. Figure 7 above. 
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The relatively plentiful labor supply is then pushed into the variable- 
coefficient sector and absorbed there as long as the marginal value pro- 
ductivity of labor is higher than the wages it receives. 

In this case, as in the models of the preceding sections, unemploy- 
ment is not due to lack of effective demand and as a result cannot be 
relieved by conventional contracyclical economic policy designed to 
stimulate spending. If employment opportunities in the fixed-coefficient 
sectors were limited by capital scarcity or some other resource bottle- 
neck, an increase in demand rather than stimulating additional output 
would only create inflationary pressures. Likewise, in the variable- 
coefficient sectors if the marginal productivity of labor were zero, the 
first effects of an increase in demand for output would be an increase 
in prices without an increase in production. If more of the scarce fac- 
tors were made available to the fixed-coefficient sectors, more labor 
could then be employed and would be used, if there were an effective 
demand for its output. Additional amounts of the scarce factors in the 
variable-coefficients sector would also increase labor productivity and 
output if demand were adequate. 

It is possible in this case of two sectors, one of fixed and one of vari- 
able coefficients, for a divergence to exist between the full-employment 
output and the output with maximum value, just as in the case of fixed- 
coefficient processes for each of two goods, as depicted in Figure 6 
above. This could result even if there were no market imperfections. 
If, in Figure 9c, the community indifference curves were like i: rather 
than i. so that the tangency occurred in the capital-scarcity, labor- 
surplus stage, the divergence could exist. On the other hand, community 
indifference curves shaped like i2 would mean that it would be possible 
for full-employment output and maximum-value output to be identical. 
This demonstration is subject t6 the same qualifications applied to the 
one-good case. 

Without empirical knowledge, it is not possible to evaluate certainly 
the relative importance of each of the stages of the transformation 
curve 9c. However, according to the hypothesis advanced here the 
transformation curve for underdeveloped areas would consist mainly 
of the high labor-intensity and labor-unemployment segments such as 
DE and EF. 

We have thus far in this section assumed the existence of competitive 
markets and profit-maximizing entrepreneurs. We have shown that, 
even under such assumptions, technology, factor endowments and final 
demands may combine in ways which make it very difficult for under- 
developed areas to solve their problems of unemployment and under- 
employment. It is possible now to broaden the analysis by combining 
it with the analysis of the effects of market imperfections discussed in 
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Section I to determine what further problems are created when some of 
the assumptions of competition are dropped. 

Behind the transformation curve lie many fine adjustments as factors 
are shifted from one industry to another and recombined in varying 
proportions to obtain the maximum output from one industry for given 
outputs of the other industry. It has been assumed in deriving the 
transformation curve that the necessary adjustments would be accom- 
plished as they would be in a perfect factor market. But flexibility with- 
in wide limits is required to achieve every possible position on a trans- 
formation locus such as that in Figure 9c. When imperfections and 
rigidities of various types obstruct the movements of factors and prices, 
the system will not be able to achieve its optimum transformation curve 
but will instead do no better than to move along some other, less than 
optimal curve. Limited factor-price flexibility may be quite serious 
when at least one good is produced with fixed-coefficient processes. If 
rigid factor prices render a relatively labor-intensive process unprofit- 
able, the only alternative process may involve a big jump to a quite 
capital-intensive process as well as a drastic obstacle to substitution 
in the variable-coefficients process. 

Since we are interested in the effect of imperfections in the factor 
markets, it will be useful to distinguish transformation curves which 
assume perfect adjustments in the factor markets; these will be called 
“technical transformation curves.” Transformation curves which take 
into account market imperfections will be different from the technical 
transformation curves; these latter relations will be designated “market 
transformation curves.”*° Different types of market imperfections will 
create different types of shifts away from the technical transformation 
curve, so there is not one market transformation curve for each techni- 
cal transformation curve but many. 

It may help to approximate reality to assume that factor-price ratios 
in the variable-coefficients sector are relatively more flexible than those 
in the fixed-coefficients sector. This might result from differential 
strength of union organization or susceptibility to government wage 
controls. Suppose, for example, that by means of union pressures or 
minimum wage legislation real wages of labor were maintained so that 
in the fixed coefficients sector the labor-capital price ratio was set 
above that represented by the slope of the constant product curve 
combining processes x1’ and x,” in Figure 9b; the factor-price ratio in 

* The effect of factor-market imperfections in shifting the market transformation curve 
inside the technical transformation curve has been pointed out and analyzed for inter- 
national trade by G. Haberler, “Some Problems in the Pure Theory of International 
Trade,” Econ. Jour., June 1950, LX, 223-40 and by P. Samuelson, “Evaluation of Real 


National Income,” Oxford Econ. Papers, Jan. 1950, II (N.S.), 18-19 for welfare economics; 
others have probably also noted the effect. 
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the variable coefficients sector may still be assumed to vary freely. The 
cost-minimizing combination of factors is determined for any particular 
output at the point at which the production-possibility schedule for 
that output touches the lowest expenditure line. If the production- 
possibility schedule has any slope at this point, it is a condition of 
equilibrium that this slope be equal to the factor-price ratio which 
determines the slope of the expenditure line. As a result under the 
present assumptions process x.” would never be used. It would always 
be more profitable to use process x:’ alone in producing x:. The trans- 
formation curve would be ABCGH in Figure 9c; this is below the tech- 
nical transformation curve and has a much longer range of unemploy- 
ment. If both sectors were characterized by such high, inflexible factor- 
price ratios, the economy’s transformation curve would approach 
ABCJ.** 

Barriers to the movement of factors would have the effect of moving 
the market transformation curve even further inside the technical 
transformation curve and increasing the range over which a factor is 
redundant. 

Thus imperfections in factor markets have several undesirable 
effects. They reduce the amount of goods available and create a wider 
range of combinations of goods over which labor may become un- 
employed, depending on the structure of final demand. 

Although the effects of rigid wages on the transformation curve of 
the economy are clear, welfare judgments as to the results of removal 
of the factor-price rigidities are subject to the same qualifications as in 
the previous case. Much depends on the effects of a change in methods 
on the income distribution and, via income distribution, on community 
preferences. 


III. Empirical Verification 


The analysis above is based on hypotheses which can be tested em- 
pirically and which deserve to be given factual content. Empirical test- 
ing requires measurement of the proportions in which productive factors 
can be and are actually used. Essentially the objective of such research 
would be an investigation of production functions. 

Although the concept of the production function has been familiar 
for some time, its empirical investigation has, as is common, been neg- 
lected with important noteworthy exceptions. In this connection it 
should be noted that even though it is sometimes presented as an analy- 
sis of productive processes and its terminology is taken from the theory 
of production, input-output analysis, as it now stands, does not reveal 


* Barriers to capital movement created by mononoly may create situations analogous to 
those described above resulting from labor-market imperfections. 
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the technologies actually in use in an economy. For this purpose a much 
higher degree of disaggregation would be necessary than is currently 
practiced or appears feasible. Interindustry flows may strongly reflect 
historical incidents by which certain technical processes are concen- 
trated in a particular sector which subcontracts for other sectors. Or, if 
similar technical processes are widely used, the interindustry flows in a 
particular year may reflect different cyclical patterns in industry; one 
industry producing at its capacity may subcontract to another industry 
which has equipment capable of performing the necessary operations 
and is cyclically depressed." Studies of capital coefficients made for 
input-output tables do indicate, however, a method which can be used 
for a factor proportions study.”* 

The objective of the process analysis approach newly developed at 
the RANp Corporation is exactly the empirical determination of produc- 
tion functions. The emphasis of the process analysis approach in estab- 
lishing all the alternatives on a production-possibility schedule, which 
is essential for programming, is somewhat different from a factor pro- 
portions study. For the latter study not only the range of possibilities 
but the relative frequencies of their use and dynamic considerations 
involved in choice are important. The methods of process analysis can 
also be used for a factor proportions study, however. 

For the study of factor proportions two general approaches seem to 
be available. The first, suggested by input-output studies of capital co- 
efficients and which will be called the “product analysis” method, in- 
volves a census in each plant studied of the amounts of each type of 
factor of production used in the expansion of the output of a particular 
product. The second method, based on classifications of technical pro- 
cesses, requires the determination of the combinations of factors actu- 
ally used by firms to perform certain standardized “tasks.” 

These approaches to the factor proportions study are not necessarily 
logically separate, nor should they always be completely different in 
application. The great advantage of process analysis in precise identi- 
fication of outputs can compensate for the weakness of product analysis 
where multiproduct plants are involved. The advantage of product 
analysis in inclusion of all contributing inputs can be important when 
using the process analysis approach where it is difficult to isolate the 
contributions of all inputs. Thus, it is important in particular cases to 
have in mind a method combining both the product and process 
analyses. 

* This point is made with force by H. Markowitz in Process Analysis of the Metal 
Working Industries, The Ranp Corporation (Santa Monica, 1953), pp. 7-8. 


* Esp. the studies made by the Inter-Industry Analysis Branch of the Office of Chief 
Economist, Bureau of Mines, U. S. Department of Interior. 
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The application of product analysis can be made in two ways: (1) By 
abstracting the data required from the engineering plans which are pre- 
pared when a new investment is undertaken and which list the construc- 
tion, equipment, labor and materials required for the operation of the 
plant. Accounting records of new investment expenses could also supply 
part of the necessary information. (2) By means of “factor inventories” 
of existing plants to provide for these plants the information which the 
investment plan analysis provides for new expansions. No easy and 
automatic application of product analysis techniques is possible in the 
face of problems such as those raised by multiproduct firms and the 
measurement of the expansion of capacity. These problems can often 
be overcome, I believe, to make this a fruitful method. 

Process analysis is based on the conception that all productive ac- 
tivity can be divided into separate technical processes with similar 
outputs whose inputs can be identified and compared. Process analysis 
thus provides another logically satisfactory approach to study of factor 
proportions. The process analysis approach can moreover provide the 
basis for a comparison of factor proportions by final products, and 
thus for an independent check of factor proportions computed by the 
product analysis method. This could be achieved by determining the 
appropriate physical processes and levels of activity necessary for the 
output of a particular final product and aggregating their factor inputs. 
The procedure just described is, in fact, that actually used in modern 
engineering practice in plant and equipment design and layout. 

The disadvantage of the process analysis approach, however, stem- 
ming from the kinds of information which would be generally available, 
I believe, occurs precisely where the product analysis method is strong. 
The information for the process analysis approach must come from the 
records of inputs to particular processes and these records, because of 
the purposes for which they are kept, will seldom be sufficiently detailed 
and comprehensive as to the inputs involved in a process. As a result it 
will often be necessary in using the process analysis approach to esti- 
mate the contributions of “indirect” inputs to the processes studied. 

A major source of information for the application of the process 
analysis approach may be the time cards kept by many firms. These 
cards list for each worker the time which he takes at each type of ma- 
chine which he uses to perform the operations on the particular piece. 
These cards would have the labor inputs and machines specified for 
particular tasks and often contain other useful data as well. The job 
sheets which accompany production orders are also sources of informa- 
tion as they list the time per unit and in total required by each type of 
machine and process to finish a particular item. 
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IV. Conclusions 


In this paper a number of different hypotheses have been developed 
and combined for the purpose of explaining outstanding features of 
some underdeveloped areas: the persistence of unemployment and un- 
deremployment, the coexistence of “modern” capital-intensive tech- 
niques and methods using a great deal of labor and little capital, and 
large differentials in factor returns in different sectors. I have suggested 
that to a considerable degree these conditions may be the result of a few 
characteristic conditions: factor-market imperfections, and limited 
technical substitutability of factors, with divergences between the pro- 
portions in which goods are demanded and in which they can be supplied 
with full use of available factors. 

Factor-market imperfections which limit factor mobility create em- 
ployment problems in underemployed areas with low per capita incomes 
and limited capital resources which are not different in kind but are 
much different in degree from those existing in the more advanced 
countries. 

When the proportions in which factors can be combined are variable 
without limit, é.e., with decreasing but always positive marginal returns 
to labor, additional labor can always produce additional output. If the 
technical substitutability of factors is limited, as is suggested here, the 
possibility of labor redundancy arises. Even if there are some sectors in 
which labor always has a positive marginal product there may be a 
divergence between maximum value output and full employment out- 
put if there is insufficient demand for the output of these sectors. These 
possibilities are again more important for the underdeveloped areas 
whose resource endowments are often not suited to the factor propor- 
tions dictated by the technological leadership of advanced countries. 
Differences in income distribution and the range of products may also 
make limited technical substitutability a more pressing problem in un- 
derdeveloped than in advanced areas. 


COTTON MECHANIZATION AND 
ECONOMIC DEVELOPMENT 


By James H. STREET* 


In formulating a general explanation of economic development, one 
of the central problems is to account satisfactorily for the disparate 
rates of growth which have taken place, not only between widely 
differing cultural regions, but within some of the industrially advanced 
parts of the world. This problem was recently stated succinctly by 
Theodore W. Schultz: 

In taking the long view, it is, of course, patent that economic develop- 
ment has occurred very unevenly, not only among countries and major 
parts of the world but also among communities within an economy or 
country. The very unevenness of this development presents two basic 
questions: What particular circumstances give rise to the process of 
economic development? Why does this process occur so unevenly, more 
especially, why does it by-pass entire communities within an economy, 
say within a country having well-established internal trade and migra- 
tion?* 


Schultz cites the American South, among other regions, as an ex- 
ample of a community which has been by-passed in this manner, and 
attributes the lag in economic development of the region primarily 
to its location relative to industrial-urban centers. The discussion 
which follows, while not denying a degree of significance to the factor 
which Schultz emphasizes, seeks to take a more comprehensive his- 
torical and theoretical approach to the problem. This paper sum- 
marizes the results of a study of the long retardation, followed by a 
recent sharp acceleration, in the application of mechanized methods 
of production in the cotton region of the southern United States. (It 
should be observed that this region does not coincide precisely with 
the South as a cultural region, though most of the welfare problems 
associated with cotton production have been concentrated in portions 
of the Old South. Moreover, while cotton is losing its relative im- 
portance as the dominating enterprise in the South, the conditions 
under which it is produced still exercise a major influence in the rural 
parts of the region.) 

* The author is associate professor of economics at Rutgers University. 

1 The Economic Organization of Agriculture (New York, 1953), p. 148. 
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An examination of one historical case hardly establishes the basis 
for a general explanation of regional economic retardation and ac- 
celeration; yet it is the writer’s belief that the analytical categories 
applied in this instance, as well as certain of the conclusions, may be 
useful in considering other cases with similar characteristics. The 
analysis utilizes three groupings of forces: (1) institutional, (2) tech- 
nological, and (3) exogenous factors in the process of development. 
Institutions, while they organize the activities of the community, are 
in general characterized by inertia and the tendency toward self- 
perpetuation. Technology, which includes improved theoretical con- 
ceptions and productive methods as well as mechanical devices, has 
a dynamic impact upon existing methods of production and is the chief 
source of conflict with existing institutional arrangements. Exogenous 
factors must be considered separately because a regional economy will 
at times be importantly affected by events originating independently 
outside the region.’ 


I. The Cotton Region as an Underdeveloped Area 


The introduction of cotton-growing as a major farming enterprise 
and regional source of income during the postcolonial period of Ameri- 
can development took place under conditions unusually receptive to 
rapid growth and technological improvement. Events in the raw-ma- 
terials-producing New World during this period were closely linked to 
the Industrial Revolution abroad, and for a time partook of the same 
innovating spirit. While most American crops underwent an extended 
period of production under conditions of diversified, self-sufficient 
farming from which they emerged gradually to fill the increasing needs 
of an urban market, cotton came into its own as a commercial crop 
almost overnight. As a substitute for the declining tobacco, indigo, and 
rice enterprises, cotton found waiting for it an established plantation 
economy with overseas trade connections ready to exploit a new com- 


* This article is based on a larger study scheduled for publication in 1956 under the title 
The New Revolution in the Cotton Economy. The present study relies for its basic con- 
ceptions primarily upon two sources: the respective analyses of economic development of 
C. E. Ayres and Simon S. Kuznets. Ayres’ penetrating description of the institutional and 
technological aspects of economic change has been brilliantly set forth in The Theory of Eco- 
nomic Progress (Chapel Hill, 1944). Ayres’ theoretical framework seems to have been unduly 
negiected thus far by writers on the theory of economic development. Kuznets’ contribution 
to the factorial method of historical analysis is perhaps more widely known; but his per- 
ceptive classroom treatment of the general process of economic development has not appeared 
in print. The method is exemplified in an early essay on “Retardation of Industrial Growth,” 
recently reprinted in Economic Change: Selected Essays in Business Cycles, National 
Income, and Economic Growth (New York, 1953). The writer must of course accept the 
responsibility for whatever deficiencies result from the attempt to fuse analytical methods 
derived from two such vigorously independent minds. 
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which could not be held in check by such devices as the exclusive crown 
grant likewise permitted an infiltration of yeoman farmers who gave 
the region a somewhat mixed institutional complexion. Even so, the 
interests of the dominant groups within and without the South were for 
a long period not oriented toward a balanced economic develooment 
of the region, but toward a perpetuation of the policies identified with 
colonialism. Commercially, the Cotton South was a colony of the 
Manchester mills long after the Revolutionary War. 

As the economy of the United States became more closely integrated, 
especially after the Civil War, the South merely tended to shift its 
complementary relationship of specialization and exchange to a new 
locus of attachment. Such rail and other transport facilities as were 
constructed facilitated the maintenance of distinctly industrial and 
agricultural sections of the country. Though this arrangement was 
actively promoted by Northern financial and industrial interests and 
was at times heatedly protested in the South, it was reinforced at 
almost every point by southern commercial institutions and long- 
standing habits of thought. 

As is well known, the overspecialization represented by the one- 
cash-crop system (which was not confined to cotton in all parts of the 
South), led to wasteful depletion of the soil. Because land was cheap 
and the principal investment was in chattel slaves, the practice arose of 
“killing the land” of its virgin fertility and moving westward—a 
practice which was continued long after slavery was abolished. Thus 
were created cost differentials between the older and the newer parts of 
the region which have never been overcome. 

In light of the increasing diversity of farm enterprises in the South, 
one wonders at the long insistence that only cotton (or, in certain 
localities, only tobacco, rice, or sugar cane) could be successfully 
produced. While it is true that recent changes, such as the growth of 
urban population, changing dietary habits, improved transport, and 
other factors have fostered increasing variety in farm enterprises, the 
fact is that amazingly little attention was given to alternative possibili- 
ties until very lately. One is tempted to draw an analogy between the 
tendency toward economic overspecialization and the principle of evolu- 
tionary overspecialization in biology. 

2. The organization of appropriate institutions of control. These con- 
sisted principally of the plantation system; slavery and its successor, 
the sharecrop system; and the local credit system, with its reliance 
upon the crop lien and the landlord’s “furnish,” or advance to the 
tenant on the prospective crop. All of these are too familiar to require 
description here, but it is important to note their combined effect on the 
pattern of income distribution, the maintenance of a stable and abun- 
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dant labor supply under absolute control, and the mutual reinforce- 
ment of the institutional pattern. 

The plantation system entailed certain efficiencies which have been 
well described by Lewis Cecil Gray.* These were not, however, pri- 
marily economies of scale such as are associated with technologically 
determined large-scale industry or modern large-scale farming. There 
are plantations in the South today (though they are rapidly disappear- 
ing) that are operated as clusters of small-scale units under virtually 
independent management as far as the process of production is con- 
cerned. The chief advantage of the plantation system stemmed from 
the powerful means of institutional control over labor, and hence over 
the distribution of income, which it afforded. 

The sharecrop system which emerged to replace slavery after the 
Civil War was a change in form but not in substance, since its chief 
purpose was to insure the stability of the labor supply. The local credit 
system tended to insure the preservation of the one-crop system 
because credit was hardly available for any other purpose, and by 
imposing systematic indebtedness on the tenant groups it helped to 
maintain the existence of a servile, illiterate laboring class regarded as 
essential to the production of the cotton crop. 

This had several unfortunate “boomerang” effects on the South. It 
meant that during depressed periods in the cotton markets (as in the 
1840’s, the 1890’s, and the 1930’s), when it might have seemed desir- 
able to shift to some other form of production, the lack of versatility of 
the labor force and the rigidity of the credit system impeded such 
shifts. It meant that immigration into the region by European groups 
such as those who settled in the Middle West was discouraged, since 
the new arrivals did not want to compete with slaves and share- 
croppers. In the few instances when such migrations took place, as in 
the case of the German and Bohemian settlements in central Texas and 
in Alabama, these communities remained culturally isolated islands 
seemingly unable to influence the general pattern of agriculture even 
though they successfully practiced general farming of the yeoman 
type. Finally, it meant that there was little attraction to industry to 
enter a region where the general income level was so low and the re- 
gional economy so dependent on the fortunes of a single enterprise. 

3. Demographic characteristics of a predominantly rural culture 
which has begun to be affected by technologically more advanced areas. 
A commonly noted characteristic of pre-industrial communities is the 
tendency for the net survival rate to rise as the death rate declines 
under the influence of modern sanitation and medicine while the birth 


* History of Agriculture in the Southern United States to 1860, 2 vols. (Washington, 
1933), Vol. I, pp. 301-03, 478-79. 
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rate, primarily subject to older habit patterns, falls more slowly. This 
interesting interplay of technological and institutional forces is re- 
flected in the South, whose rural birth and death rates (particularly 
among Negroes) have been among the highest in the country. Rupert 
B. Vance has estimated that during the period 1920-1941 the rate of 
natural increase in the eleven southeastern states was so great that it 
would have required an annual net outflow of over 250,000 migrants 
merely to maintain a stable population.’ Any reduction in the outflow, 
such as occurred during the depression years, tended to intensify the 
problem of providing employment for the increasing population in a 
predominantly rural region. The result has been a chronic tendency 
for the South to oversupply itself with farm labor, leading to unem- 
ployment and substantial, though less apparent, underemployment. 

4. A failure to make vigorous use of available technological alterna- 
tives to customary production methods. This generalization is more 
difficult to substantiate than the three preceding, since it is impossible 
to devise a norm for maximum utilization of available technology, and 
since there are unquestionably many factors other than mere reluc- 
tance to use the inventions that have been made which influence the 
rate of technological innovation. In the case of cotton production a 
complex series of technical obstacles had to be overcome before com- 
plete mechanization could be regarded as practicable. Cotton as a 
plant lacks the uniformity and cultural simplicity of the cereal crops 
and hence must be handled with more complicated equipment. In 
addition, the sort of technological borrowing which took place in the 
long stream of inventions from McCormick’s reaper to the modern self- 
propelled grain combine was for the most part not available to the 
inventors of the cotton picker. Furthermore, the pattern of a resident 
labor force which had been established in the South made it unsatis- 
factory to mechanize the harvest without simultaneously providing a 
solution to the weed problem. 

Notwithstanding these considerations, however, it is also fairly 
clear that the rate of innovation can to some degree be forced by 
active research and by the vigorous sponsorship of the more enterpris- 
ing producers in an industry. The development of a successful cotton 
harvester was hardly delayed for lack of ingenuity and painstaking 
investigation on the part of aspiring inventors. Most of them received 
scant support. The principle of the cotton stripper, now widely used 
in the High Plains of Texas, was known in 1874, but did not arouse 
serious interest until the critical crop year of 1926, and thereafter only 
intermittently until the reduction in migratory labor during the second 


* All These People (Chapel Hill, 1945), p. 131. 


STREET: COTTON MECHANIZATION—ECONOMIC DEVELOPMENT 573 


world war made a technological solution imperative. Roughly prepared 
cotton, which had previously been unacceptable at the gins and which 
had entailed an intolerable amount of waste when hand labor was 
plentiful, now was perforce accepted by farmers, ginners, and spinners 
alike, even though the latter two groups had to devise special methods 
to handle it. 

The history of the development of the spindle picker, now used 
extensively in California and increasingly in other irrigated or rain-belt 
cotton, reveals similar aspects. Angus Campbell, whose pioneer work 
in the early part of the century established the basis for the machine 
ultimately put on the market by the International Harvester Company 
in 1948, spent 37 years working on his invention until his death in 
1922. Each harvest season for over twenty years he used his annual 
vacation time to travel from Chicago, where he was employed by the 
Deering Harvester Company, to one of the cotton states to try out his 
latest model. Thus he could engage in only a few brief field trials each 
year, without access to adequate nearby shop facilities for modifica- 
tions on the spot. Apparently there was little interest in his efforts, 
although the principles he worked out later proved to be of funda- 
mental importance. L. C. Stuckenborg, John F. Appleby (the inventor 
of the twine binder), and Hiram N. Berry also spent long periods work- 
ing on machines of considerable ingenuity, but with limited backing. 
John D. Rust, who in association with his brother Mack is generally 
credited with having devised the first successful spindle picker, con- 
ceived his machine in 1927 and had a working model in 1931, but did 
not see it in commercial production until 1949. 

Each inventor was forced in time to realize that there was little 
prospect for the adoption of a mechanical harvester that would do 
only a passably good job. It was necessary for the machine to be highly 
efficient in the quality of the product it turned out and overwhelmingly 
labor-saving in comparison with hand picking. It must be acknowl- 
edged that when the Rust brothers were finally able to develop such 
a machine, the delay in its commercial introduction was to some degree 
deliberate on their part. Wishing to avoid the indiscriminate displace- 
ment of farm labor that might result from marketing their machine in 
the conventional way, the Rusts sought for years to safeguard its intro- 
duction by devices that would spread its labor-saving benefits among 
small farmers and tenants, and thus they lost the lead in getting the 
spindle picker onto the market. (Machines embodying Rust patents are 
presently being manufactured by two companies under nonexclusive 
licenses. ) 

The process of innovation is a complex one fraught with fortuitous 
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elements. It is the writer’s belief, however, that for at least the period 
since the advent of the tractor the stultifying effect of southern social 
and economic institutions has been a greater factor than the existence 
of technical difficulties in explaining the slow rate of progress in the 
mechanization of cotton production and the lag in the general rationali- 
zation of southern agriculture as well. The overriding circumstance in 
this process has been the availability of a routinized, poorly educated, 
and politically ineffective rural labor force which for a long period 
rendered sustained inventive and developmental interest in labor- 
saving farm machines economically pointless. Until the existing popu- 
lation distribution and the institutional structure embracing it were 
seriously jarred by the impact of outside events, there was an irresistible 
predisposition to try to solve the problems of the cotton economy by in- 
stitutional expedients rather than by technological reorganization. 


II. The Process of Accelerated Change 


The past decade has witnessed a striking increase in the adoption of 
mechanized methods of production in southern agriculture. In con- 
sidering cotton production, a distinction must be drawn between partial 
mechanization, which signifies the introduction of the tractor without a 
notable reduction in total labor requirements, and complete mechaniza- 
tion, which entails sufficient additional equipment to reduce greatly the 
man-hours required in the twin bottlenecks, cultivation and harvesting. 
Complete mechanization will not necessarily follow closely on the 
heels of partial mechanization, but the latter is often a transitional 
stage toward the former. 

It is therefore highly significant that the number of farm tractors 
in the ten leading cotton states (excluding California, Arizona, New 
Mexico and Missouri) rose from 223,300 in 1940 to 743,400 in 1950, 
an increase of 233 per cent, as compared with a national increase of 
130 per cent and an increase in the Nonsouth of 107 per cent. The 
highest rates of increase were in the southeastern states, where there 
were relatively few tractors in use prior to the second world war (see 
Table I). The southwestern states had already experienced substantial 
rates of increase in tractor numbers during the prewar decade, but 
continued to add tractors at rates higher than the Nonsouth during 
the succeeding decade. As a result of these increases, the ten specified 
cotton states had 20.6 per cent of the tractors in the United States 
in 1950, as compared with 14.2 per cent in 1940. 

Statistics on the newer types of machines are less readily available, 
but it is estimated that there were about 18,500 mechanical cotton 
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strippers and 15,500 spindle pickers available for use by 1953.° The 
former had not begun to appear in commercial quantities until 1944, 
and the latter until 1948. The pattern of introduction of these machines 
is suggested by Table II, which is based on ginners’ reports. It shows 
that California cotton raisers have led the field in degree of mechaniza- 


TABLE II.—PERCENTAGE OF Cotron Crop MECHANICALLY HARVESTED, 
Unitep States AND By Corron Srates, 1945-1953* 


Area 1945 | 1946 | 1947 | 1948 | 1949 | 1950 | 1951 | 1952 | 1953 
United States 1 b 2 3 6 8 15 18 22 
Southeast b b b 1 b b 2 2 5 
Alabama b b b 1 3 
Florida 0 0 1 4 12 
Georgia b b 2 3 6 
North Carolina b b 1 1 3 
South Carolina 1 b 3 1 7 
Virginia 0 0 0 0 0 
Mid-South 1 b b 2 2 2 4 6 13 
Arkansas 1 1 2 2 9 
Louisiana b 3 11 13 34 
Mississippi 4 3 3 7 13 
Missouri 2 b 1 6 13 
Tennessee b b b 1 1 
Southwest 3 2 6 6 10 12 18 22 24 
Oklahoma 2 6 13 17 19 
Texas 11 12 19 22 24 
Far West b 1 b 6 9 23 41 50 53 
Arizona 4 9 26 46 54 
California 13 | 34 | 53 | 539 | SO 


* Includes machine picking and machine stripping. Data by states not available before 
1949. 

> Less than 0.5 per ceutt. 

Source: Charges for Ginning Cotton, Costs of Selected Services Incident to Marketing, and 
Related Information, annual reports for indicated years issued by Agricultural Marketing 
Service (formerly, Production and Marketing Administration), U.S. Department of Agri- 
culture, Washington. 


tion. They harvested 59 per cent of their crop mechanically in 1952 
and 1953. Arizona ranked second with 54 per cent in 1953. Texas 
ranked fourth in percentages (24 per cent), but this represented nearly 
as much cotton as was mechanically harvested in California. Much 
of the Texas cotion was harvested with strippers, while the California 
and Arizona cotton was harvested principally with spindle pickers. The 

*Estimates prepared by the National Cotton Council of America, Memphis, Tennessee, 


on the basis of production data provided by manufacturers, and allowing for obsolescence 
on earlier models. 
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spindle picker is also coming into significant commercial use in the 
alluvial areas of Mississippi, Arkansas, Louisiana, and the boot-heel of 
Missouri, where large fields of high-yielding cotton predominate." 

The factors which seem to have been most directly responsible for 
the recent acceleration in cotton mechanization are (1) the “shaking 
up” effect of the second world war on the cotton economy, (2) the 
simultaneous fruition of inventive effort, and (3) the receptive institu- 
tional climate in the newer cotton areas. 

1. The effects of the second world war on the cotton economy. The 
second world war, which must be treated as an exogenous influence on 
the cotton region, created highly disturbing effects which for a time 
severely intensified the uncertainty of producers’ decisions. At the 
same time, however, it brought certain benefits which may be attrib- 
uted to the general “shaking up” received by the enterprise. 

The initial effect of the outbreak of hostilities in Europe in the fall 
of 1939 was unfavorable to cotton. Exports fell off sharply, and — 
although domestic consumption rose to unprecedented heights after 
the United States entered the war, surpluses began to pile up in nearly 
all cotton-producing countries to the extent that, at the beginning of 
the 1945 crop season, the world carry-over reached 2634 million bales. 
This carry-over, an all-time record, was equivalent to one year’s 
normal world growth and consumption. Of the total, 45 per cent was 
American cotton. 

Cotton acreage in cultivation declined almost continuously from year 
to year during the war, yet yields proved exceptionally high, and aver- 
age annual production in the United States for the 1940-1944 period 
was about what it had been in 1938 and 1939. A considerable number 
of southern farmers were induced to make radical enterprise adjust- 
ments during these years, such as entering feed and livestock produc- 
tion, and many of these shifts were preserved during the postwar 
period. 

The war also had severe effects on farm population. ‘The combined 
result of military inductions, migration to other regions, and movement 
from farm to nonfarm areas was the sharpest reduction in farm popula- 
tion ever witnessed in this country within a similar period. The South 
was the region with the heaviest losses, experiencing a 20 per cent 
decline in farm population from 1940 to 1945. Nearly half of the 
decline took place within one year (1942).* Although there are grounds 

* As will be noted below, a considerable variety of additional equiqment is needed to 
achieve complete mechanization, but reliable figures on the manufacture and distribution 


of this equipment are not readily available. 


*U. S. Agricultural Marketing Service, Farm Population: Annual Estimates by States, 
Major Geographic Divisions, and Regions, 1920-1950 and the United States, 1910-1950 
(Washington, 1953), pp. 12-14. 
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to question whether this population outflow was sufficient to create a 
condition of actual labor unavailability on cotton farms in the South 
after the postwar readjustments had taken place, the large and rapid 
shifts of population during the war years undoubtedly had an unset- 
tling effect on producers who had traditionally depended on an abun- 
dant supply of low-cost resident labor.’ 

The pessimistic outlook for cotton at the end of the war was further 
aggravated by the knowledge that synthetic fibers had made heavy 
inroads on long-standing markets for cotton (particularly in the auto- 
mobile tire industry), and by the widespread belief that there would 
be a business recession in the United States following the war. These 
and related considerations led the Pace Committee to conduct an in- 
tensive investigation into the postwar problems to be faced by the 
cotton enterprise and to sponsor a broad research program later re- 
flected in the Research and Marketing Act of 1946.*° 

Paradoxically, in the face of these discouragements, some of the 
more favorably situated cotton farmers found it possible to undertake 
partial mechanization for the first time during the war years. For 
this an increasingly favorable price-cost relationship was chiefly re- 
sponsible. Although southern farm incomes remained low in compari- 
son with those in other regions and pursuits, they rose greatly relative 
to what they had been. And notwithstanding the fact that tractors 
rarely relieved the most pressing labor stringencies on the farm, there 
was a strong impetus to begin to catch up with the more “progressive” 
farmers who owned tractors. The war thus caused many operators who 
had previously not seriously entertained the idea of converting their 
farms to become machinery-minded. 

Postwar developments contributed to this possibility. The record 
carry-over of 1945 was worked off in a surprisingly short time, as a 
result of short crops in 1945 and 1946 and an unexpectedly high demand 
for cotton both at home and abroad. The latter resulted from the 
sustained high level of consumer incomes and the government’s various 
foreign-assistance programs. The Korean outbreak prolonged the 
period of unusual consumption rates for cotton and the price rose so 
rapidly as to lead to the imposition of a ceiling on the price of raw 
cotton for the first time. These factors created an unusually favorable 
climate for the sale of farm machinery in the Cotton Belt. 

2. The simultaneous fruition of inventive effort. It has often been 


*See the writer’s “The ‘Labor Vacuum’ and Cotton Mechanization,” Jour. Farm Econ., 
Aug. 1953, XXXV, 381-97. 

*U. S. House Committee on Agriculture, Study of Agricultural and Economic Prob- 
lems of the Cotton Belt, Hearings before the Special Subcommittee on Cotton, 80th Cong., 
1st Sess., 2 parts (Washington, 1947). 
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pointed out that the development of a satisfactory cotton harvester 
would not in itself be likely to lead operators in the humid parts of 
the cotton region to mechanize, in view of the important secondary 
bottleneck of weed control. So long as it was necessary to maintain a 
resident labor force for weeding and thinning, it was argued, the same 
labor could be used for hand picking. To displace it by machines only 
in the peak season would be both uneconomic and hazardous to the 
crop if the labor should leave for fuller employment elsewhere. 

The past few years, however, have seen a great variety of distinct ap- 
proaches to weed control culminate in a concerted and largely successful 
attack on the problem. By various combinations of available methods— 
which include planting to a stand, cross cultivation, use of the rotary hoe, 
sweep cultivation, flame weeding, and application of pre- and post- 
emergence chemical herbicides—it is now possible, or shortly will be 
possible (depending on the area), to reduce cultivation to a mechanical 
process. 

The cumulative character of technological development is further 
illustrated by the fact that new varieties of cotton are now being bred 
to facilitate the use of mechanical harvesters; chemical defoliants are 
used to remove the plant leaves before picking; a topping machine is 
used to reduce the size of rank cotton on irrigated land; gins have been 
redesigned to dry and clean mechanically harvested cotton; and spin- 
ners are adapting their methods to utilize the modified product. Nearly 
every one of these achievements represented a formidable obstacle a 
few years ago, but problem after problem has responded to research 
once a strong conviction became established that mechanization was 
on its way. 

The labor-saving aspect of total mechanization, where it has been 
put into effect, is substantial. In the Mississippi Delta under the tradi- 
tional system of mule power and half-row equipment, with all weeding, 
thinning and picking done by hand, approximately 155 man-hours of 
labor have been required to produce a bale of cotton. By mechanizing 
as completely as possible with equipment available in 1950 (tractor 
land-preparation, rotary hoe, flame weeder, and spindle picker) this 
couid be cut to 30 man-hours, which allows for some hand labor to 
remove weeds in wet seasons. When an assured method of weed control 
is developed, it is expected that the labor requirement to produce a 
bale of cotton in this locality can be reduced to ten or twelve man- 
hours.” 

3. The receptive institutional climate in the newer cotton areas. In 
surveying the Cotton Belt, one cannot fail to observe that the most 


™ Grady B. Crowe, “Farm Mechanization Research in the South,” Agric. Econ. Re- 
search, Jan. 1951, ITI, 6. 
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rapid rates of introduction of full mechanization are occurring in the 
newer areas of the Far West and Southwest. These are in-general more 
productive areas than most of the older cotton region, and they are 
less subject to the weed problem. However, more significance probably 
attaches to the fact that, as younger areas, they have escaped the en- 
crustation of institutions which has inhibited change elsewhere. Since 
sharecropping never became established here, there have not been the 
problems of excessive resident population, small farm units, and 
depleted soil associated with this system in the Old South. When the 
usual numbers of migratory workers failed to appear in the High 
Plains during the war years, farmers almost immediately set about 
devising mechanical alternatives in the local blacksmith and welding 
shops. It is significant that the smaller farmers, who were least able to 
attract migrant workers, were prominent in this movement. 

There are other, less tangible, indications that southwestern farmers 
have not been as tradition-bound in their attitude toward newer 
methods of farming. Part of the explanation no doubt lies in the cir- 
cumstance that, having more resources, farm operators in the western 
parts of the belt had larger cash incomes and therefore greater flexi- 
bility in trying new methods. But the fact remains that in the older 
cotton areas even the larger, well-financed operators on good land did 
not as a group show the same aggressiveness in promoting mechaniza- 
tion that was already evident in the West before the war, and only 
recently have their attitudes been changing.” 

Some highly significant transitional changes in tenure arrangements 
have been taking place in the Southeast and Mid-South as plantation 
operators have entered the era of partial mechanization. Most of the 
larger farms were formerly operated with sharecroppers, but increas- 
ingly some combination of share and wage hire is used. Under ore type 
of transitional arrangement, each cropper family is given a small 
sharecrop, insufficient to provide adequate income for the year, but 
intended to induce the family to remain located on the farm and to 
see the crop through. For the remainder of its income the family is 
dependent on work for day wages. This arrangement has the advan- 
tage for the employer that it provides relative stability of the labor 
supply while not obligating him to provide continuous employment for 
the entire force. Thus it lends flexibility to his operations as mechani- 
zation is introduced by degrees. 

Another device is based on the old practice on some plantations of 

"A few operators have been notable exceptions. Their willingness to experiment and 


to incur losses with the early machines was important in the ultimate adaptation of these 
techniques to local conditions. 
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working the land “through and through,” or under a gang system 
directed by an overseer. Each family is assigned a definite crop acre- 
age, but instead of tending individual plots, all hands work the planta- 
tion land in common. This facilitates the use of tractors for ground 
breaking and seedbed preparation, followed in some instances by 
mechanical planting and cultivation. Since the planter thus increases 
his share of the production inputs, he may charge his croppers service 
fees for the operations performed with power equipment, or change the 
share ratio from the traditional 50-50 to a 60-40 basis. A few of the 
tenants are provided with preferred employment as tractor drivers or 
mechanics at day rates considerably higher than those prevailing for 
ordinary labor. 

A third variation divides the plantation force into two parts: (1) a 
basic crew sufficient to insure weed control, stabilized on the farm by 
being assured a sharecrop; and (2) the remainder of the employees, 
who are on a wage status and whose employment fluctuates with the 
demands of the season and the year. The members of the latter group 
have little job security and are most readily detached as mechanization 
reduces the need for hand labor or as alternative opportunities pull 
them away from the farm. 

These transitional arrangements reflect the reluctance of a number 
of farm operators to commit themselves wholly to a wage system and 
a permanently reduced labor force until they “see where mechanization 
is going.” In some cases they have been compelled to alter traditional 
arrangements by the departure of farm workers for other employment; 
in other cases the changes are cautious voluntary ventures into the 
uncertainties of a radically different way of farming. Here and there 
an operator makes the final plunge into complete mechanization and 
replans his operations throughout. Vacant tenant houses are pulled 
down, farm lay-outs are consolidated, the training of a technically 
competent labor force is undertaken, and every operation from residue 
disposal of the old crop to the harvesting and processing of the new 
crop is planned with mechanized handling in mind. This is indeed a 
great change, and once made it is virtually irreversible. 

It is doubtful whether such methods as these can be effectively used 
on the very small farms still to be found in many parts of the South, 
though it does not follow that only the large factory farm can become 
efficient. It is clear in any case that complete mechanization requires 
a considerably higher degree of technical and managerial skill than has 
characterized cotton production in the past. This will undoubtedly in- 
tensify the competitive strains within the enterprise between low- and 
high-cost producers, and will thus pose some difficult questions for public 
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policy. But at the same time it should significantly increase the produc- 
tivity of farm labor, with all that that signifies for increased standards 
of income and welfare within the region. 


III. Conclusions for Theory 


The process of mechanization now under way has many implications 
for the cotton enterprise which cannot be elaborated here. Nor has it 
been possible to take adequate note of the many other changes simul- 
taneously taking place in the regional economy of the South, one of the 
most significant of which is the growth of nonagricultural industry with 
its increased alternative economic opportunities for farm labor. Limited 
as the investigation is, however, it serves to illustrate that, after due 
allowance for exogenous influences has been made, the same forces 
which affect rates of growth in larger economies may expiain differ- 
ences within and among regional enterprises. 

The first of these forces is the power of institutions to inhibit pro- 
gressive change even though they may afford a liberalizing environ- 
ment at the onset of a period of innovation. While the tendency of 
institutions to rigidify into a complex structure of mutually reinforcing 
controls has been documented in countless instances, it is surprising 
how often this aspect of economic development is overlooked or lightly 
dismissed in theoretical discussions of factors making for differential 
rates of change. Now that induced economic development is the order 
of the day, a study of the circumstances under which institutions be- 
come permissive of change must be accorded a place in the strategy of 
planning. Lately it has become the special province of anthropologists 
to advise economists, administrators, and technicians in this area, as 
it was once their role to call attention to the problem.” 

The second, and in general initiating, force is the compelling quality 
of technological innovation which, though it may be long delayed by 
technical circumstances or inhibiting institutions, inevitably forces ad- 
justments in such institutions. This is especially likely to happen when 
simultaneous inventions and improvements from a variety of sources 
come together in such a way as to supplement each other with explosive 
force.’* The case of cotton production also emphasizes the importance 
of the opportunity (or absence of opportunity) for technological 
borrowing in speeding up the process of invention. This is but an aspect 
of the general principle of technological continuity. 

“Cf. Cultural Patterns and Technical Change, edited by Margaret Mead (Paris, 
UNESCO, 1953). 


“ The Industrial Revolution in England is the outstanding example of such a combina- 
tion of previously unrelated elements. Ayres has shown the significance of the same 
process as it occurred in printing and shipbuilding, op. cit., Ch. 7. 
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The third force, particularly applicable to preindustrial communi- 
ties, is what may be called the unassimilated population factor. A high 
rate of population growth, which is itself a result of previous tech- 
nological influences in combination with a lag in institutional adjust- 
ments, may inhibit further economic improvement. Kuznets has com- 
mented on the difficulty of inducing industrialization in areas with a 
very high population density such as the Far East, where the sheer 
mass of humanity limits the expansion of transportation and related 
facilities. American experience has shown that even much more 
moderate differentials in population density and growth may have 
significant regional effects. The strategy of planned development 
requives attention to population relocation both in respect to the 
effects on the migrants and to the effects on retarded enterprises. Our 
experience with rural resettlement and land-use planning in the ’thirties 
illustrates the complexity of these problems. 

It must be emphasized in conclusion that it has not been the purpose 
of this paper to draw a close historical parallel between conditions in 
the American cotton belt and those in regions of differing cultural 
and geographic characteristics. Rather the aim has been to utilize the 
wealth of statistical and other descriptive data which are now available 
with regard to one area to arrive at the most general considerations 
which may have application to other areas. In each region the special 
circumstances and events will no doubt be different, while the con- 
tending forces are essentially the same. 


SPATIAL EQUILIBRIUM MODELS OF THE 
LIVESTOCK-FEED ECONOMY 


By A, Fox anp RicHarp C. TAEUBER* 


During the past three or four years several articles have appeared on 
the theory of spatial equilibrium.’ So far, however, only one empirical 
application seems to have been published.’ 

The closely related “transportation model” has won a prominent 
place in the linear programming literature and has been applied suc- 
cessfully to the shipping problems of some industrial concerns. In this 
model, specified quantities of a commodity are to be shipped from each 
of a number of sources and other specified quantities are to be received 
at each of a number of destinations, total receipts being equal to total 
shipments. The receipts at each market are determined in advance and 
do not depend upon price. The objective is to satisfy the set of destina- 
tion requirements at the least possible total transportation cost. The 
“contract award model” is quite similar except that total supplies at 
shipping points exceed total destination requirements, and the problem 
is to allocate purchases in such a way as to fill destination requirements 
at the lowest possibie total delivered cost (f.o.b. cost plus freight). 
This model has been applied successfully to some purchasing programs 
of the federal government; and similar problems must arise in the 
procurement operations of private concerns. 

The “spatial equilibrium model” differs from these in that prices at 
each shipping point and destination are continuous functions of the 
quantities shipped or received plus the quantities produced and retained 
locally. The spatial equilibrium model, with its price-dependent de- 
mand and supply functions, may be quite useful in analyzing problems 
of public policy, most of which arise at the industry level. These include 

* The authors are associated with the Council of Economic Advisers and the Institute of 
Statistics, University of North Carolina, respectively. The research underlying this article 


was done while they were employed in the Division of Agricultural Economics, U. S. De- 
partment of Agriculture. 

*See, for example, W. J. Baumol, “Spatial Equilibrium with Supply Points Separated 
from Markets and with Supplies Predetermined,” Report under contract with the U. S. 
Department of Agriculture, Bureau of Agricultural Economics, Feb. 1952 (hectographed) ; 
M. Beckmann, “A Continuous Model of Transportation,” Econometrica, Oct. 1952, XX, 
643-60; S. Enke, “Equilibrium among Spatially Separated Markets: Solution by Electric 
Analogue,” Econometrica, Jan. 1951, XIX, 40-47; P. A. Samuelson, “Spatial Price Equilib- 
rium and Linear Programming,” Am. Econ. Rev., June 1952, XLII, 283-303. 

*K. A. Fox, “A Spatial Equilibrium Model of the Livestock-Feed Economy in the United 
States” Econometrica, Oct. 1953, X XI, 547-566. 
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tariff and other policies affecting international trade, excise taxes, 
freight-rate regulation, farm price-support policies, and perhaps others. 
The competitive organization and continuously varying prices in many 
agricultural commodity markets make these particularly adaptable to 
analysis by means of the spatial equilibrium model. The existence of 
a considerable body of empirical demand analyses for farm products 
is also a favorable factor. 

The present paper attempts three things: (1) It expands the em- 
pirical model previously mentioned into a more complex one involving 
two related commodities and applies it to the analysis of changes in 
freight rates and in various “outside” factors; (2) it appraises the 
results obtained from this model in relation to those provided by 
simpler approaches; and (3) it presents some general conclusions as 
to the applicability of spatial equilibrium models to other commodities 
and to other types of market structures. 

The spatial equilibrium problem for a single commodity has been 
stated by Enke as follows: 

There are three [or more] regions trading a homogeneous good. Each 

region constitutes a single and distinct market. The regions of each 

possible pair of regions are separated—but not isolated—by a trans- 
portation cost per physical unit which is independent of volume. There 
are no legal restrictions to limit the actions of profit-seeking traders 
in each region, For each region the functions which relate local produc- 
tion and local use to local price are known, and consequently the 
magnitude of the difference which will be exported or imported at each 
local price is also known. Given these trade functions and transportation 
costs, we wish to ascertain: (1) the net price in each region, (2) the 
quantity of exports or imports for each region, (3) which regions export, 
import, or do neither, (4) the aggregate trade in the commodity, (5) the 
volume and direction of trade between each possible pair of regions.* 


Enke showed that this problem could be solved by “a relatively sim- 
ple electric circuit.”* Samuelson treated the same problem on a strictly 
mathematical basis, and stated that it could be solved “by trial and 
error or by a systematic procedure of varying shipments” in the direc- 
tion that ultimately maximizes a certain function. Baumol independ- 
ently arrived at results similar to Samuelson’s. Beckmann formulated 
the spatial equilibrium problem in terms of continuous distributions 
of production density and transportation costs. 

The first section of this paper extends the Samuelson or Baumol type 
of approach to an empirical model of the livestock-feed economy in 


* OP. cit., p. 41. 
* However, a 10-region model for a single commodity would require 90 rectifiers and 
numerous batteries and resistors. 
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the United States. Livestock and feed products account for 60 per cent 
of total cash receipts from farm marketings, and livestock products 
account for about an equal percentage of retail expenditures for food. 
The importance and complexity of the livestock-feed economy are such 
as to justify the development of rather sophisticated models to appraise 
government policies and to keep current economic developments under 
review, as in the outlook and situation reports of the federal Depart- 
ment of Agriculture. 

In the earlier article by Fox, the United States was divided into 
ten regions whose boundaries were defined in rough accordance with 
differences in the types of livestock and feed production which were 
given emphasis in them.’ Each region was a group of states, as the 
basic data were published by states. The model included a demand 
function for feed in each of the ten regions and a structure of freight 
rates or transportation costs between all possible pairs of regions. 
Livestock numbers and prices in each region were taken as given or 
predetermined quantities, as was feed production. The analysis was 
limited to solving for the price and consumption of feed in each region 
and for the pattern and volume of interregional shipments of feed. 

In contrast, the present model treats livestock prices and production 
in each region as mutually dependent variables. It includes demand and 
supply functions for livestock products in each region and a set of inter- 
regional freight rates for livestock products. The complete solution 
for any set of values of given variables (including feed production) 
must yield (1) prices, production and consumption of livestock 
products in each region and the pattern of interregional shipments of 
livestock products, and (2) prices and consumption of feed in each 
region and the pattern of interregional shipments of feed. 


I. Data and Assumptions of the Expanded Model 


The differences between the earlier model and the one presented 
below can be summarized in the following sets of equations: 


A. Previous Model 


Demand for feed: 

(1.1) be = f (Ge, pr*) 
Supply of feed: 

(1.2) ze* =k 


*The regional breakdown was adapted from a standard grouping developed in the 
former Bureau of Agricultural Economics, based on the dominant types of livestock 
farming carried on in different parts of the country. The adaptation consisted in combin- 
ing certain of the BAE regions, reducing the total number from twelve to ten. Use of 
regions rather than states greatly reduced the computational burden; further, as each 
region was a group of similar states, most of the relevant differences among states were 
reflected in the differences among BAE regions. 
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“Gross” equilibrium condition for feed: 


10 10 
(1.3) = Yz-* 
1 
B. Present (Joint) Model 
Demand for feed: 
(2.1) Pe (Qe, Zh, pr) 
Supply of feed: 
(2.2) =k 
Demand for livestock: 
(2.3) pa = f (qn, n*, y*) 
Supply of livestock: 
(2.4) zn = f (pr, pe) 
“Gross” equilibrium condition for feed: 
10 10 
(2.5) Lge = 
1 1 
“Gross” equilibrium condition for livestock: 
10 10 
(2.6) = 
1 1 


In these equations, the variables have the following significance: 
pe = price of feed; ge = consumption of feed; zs = production of 
livestock in terms of grain-consuming animal units; ps = price of live- 
stock; ze = production of feed; ga = consumption of livestock; 
n =human population; and y*= disposable personal income per 
capita. 

Variables marked with an asterisk in any equation are “predeter- 
mined”—that is, they are assumed to be given numbers. The “gross” 
equilibrium conditions simply specify that total consumption must 
equal total production for the United States as a whole. In addition to 
these, each of the two models includes the more intricate and detailed 
equilibrium conditions which determine the pattern of interregional 
trade and regional price differentials. Except for the “gross” equilib- 
rium conditions, the models include an equation of each type (demand — 
and supply for feed and for livestock) for each of the 10 regions. Thus, 
if the supply “functions” for feed are counted, the present model in- 
cludes 40 equations in addition to various equilibrium requirements. 
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Despite the greater complexity of the new joint model, in practice 
it was not difficult to manipulate it and obtain solutions using ordinary 
desk calculators. Once an initial joint equilibrium pattern was deter- 
mined under approximate 1949-50 conditions, it was found possible 
to obtain equilibrium solutions for other sets of initial conditions (such 
as a severe drought) within two or three hours—sometimes less if the 
initial source-and-destination pairings for feed were not disturbed. 

Freight rates and basic data. It has been noted above that three 
variables in the joint model, namely feed production, human popula- 
tion, and disposable income per capita, are taken as given numbers. 
The values of these variables for each region, at levels appropriate for 
the 1949-50 feeding year, are shown in Table I. In addition, column 
2 of this table contains the numbers of grain-consuming animal units 
in each region during 1949-50. This variable was used along with the 
other three in establishing the level and arithmetic slopes of the 
demand curves for livestock products and feed in each region.® 

The structure of freight rates for feed is shown in Table II. These 
freight rates were estimated on the basis of data on freight charges 
by mileage blocks from the 1950 ICC waybill sample.’ They are not 


* Regional data on production of feed (actually feed grains and other concentrated feeds) 
are based on R. D. Jennings, Feed Consumed by Livestock, 1949-50; U.S.D.A. Stat. Bull. 
No. 145, June 1954. 

Livestock production in the model is stated in terms of grain-consuming animal units. 
This series is constructed by weighting numbers of each class of livestock in each state by 
estimated feed concentrate requirements per animal under normal feeding practices in that 
state. The weights used are based on feeding practices as of 1941. 

The livestock price series has no standard published counterpart. The coefficients relating 
it to other variables are realistic (according to statistical analyses) whether it is regarded 
as an index of prices of grain-consuming livestock only or of all livestock and livestock 
products. The level of this series was set in relation to that of the feed price series in 
rough correspondence with average hog-corn price ratios—between 12:1 and 13:1. The 
absolute level is arbitrary; its function in the model is that of a price index. 


"Freight rates are a special problem in the present model because it is implicitly assumed 
that production and consumption of feed in each region are concentrated at a single point. 
As these points are mathematical fictions, the determination of appropriate freight charges 
between regions becomes somewhat arbitrary. One possibility would be to obtain specific 
railroad freight rates for corn between cities located near the center of feed production in 
each region. This would be expensive and time consuming, particularly if specific rates 
were to be calculated over unusual freight paths, as between two strongly deficit regions. 
The alternative chosen seems adequate for an exploratory study such as this. 

It is assumed in Table II that the freight rate between any two regions is the same in 
both directions. This is frequently not true in practice and is not necessary for a solution 
of the spatial equilibrium system presented here. Also, it seems necessary for completeness 
to estimate freight rates between regions which are quite unlikely to have direct dealings 
with one another in the form of transportation of feed. Since these unusual or improbable 
paths of interregional shipment rarely figure in the equilibrium solution, the principal 
requirement is that the assumed freight rates for such paths be reasonably high, even 
though they may be lower than the specific rates which might be charged if someone 
wished to make an actual shipment between the regions in question. The distances under- 
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TaBLe I.—Basic Data On FEED Suppties, Livestock NumBers, HUMAN PoPpuLATION, AND 
DisposaBLE INCOME BY UNITED States, 1949-50 


Supply Grain- H Disposable Personal 
of Feed Consuming P aoe Income, 1950 
Concentrates Animal opu a 7 
Available | Units Fed, | 
1949-50" | 1949-50 1850 Total | Per Capita 

(Z.") (Zs) 

(1) (2) (3) (4) (5) 
1,000 1,000 Thousands Million Dollars 

tons units dollars 

Northeast 4,336 17,603 43,077 68,750 1,596 
Corn Belt 54,697 62,005 27,322 40,721 1,490 
Lake 15,393 20,216 12,832 18,141 1,414 
Northern Plains 17,279 16,893 4,516 5,824 1,290 
Appalachian 8,924 14,184 15,647 14,813 947 
Southeast 4,783 8,981 11,410 10,457 916 
Delta 2,869 6,364 6,810 5,625 826 
Southern Plains 5,852 9,472 11,413 13,196 1,156 
Mountain 3,085 3,638 3,654 4,849 1,327 
Pacific 3,563 6,766 14,549 23,450 1,612 
United States 120,781 166,122 151,228 205 , 826 1,361 


* Available for livestock feeding after eliminating nonfeed uses and changes in year-end 
stocks. 

> Adapted from published data on income payments to individuals by States by applying 
the published ratio of disposable income to income payments for the United States as a whole. 


actual freight rates between specific points but are based on the follow- 
ing equations: 


(3.1) Xis = 5.6 + 0.0168 Mi; 
(3.2) Xiy = 5.6 + 0.0224 Mi; 
(3.3) Xij = 5.6 + 0.0280 Mi; 


where Xi; represents the freight rate on corn from Region i to Region j, 
in cents per bushel; and 


Mi; represents the distance in miles between centers of grain- 
consuming livestock production in Regions # and j. 


Equation (3.1) was used where the ICC data indicated relatively low 


lying freight rates estimated from the equations are the shortest highway mileages between 
certain cities located near the center of livestock production in each region. 

Equations (3.1) through (3.3) were chosen after examining the regressions of freight 
charges upon lengths of haul within and between a number of railroad territories. Moder- 
ately different equations could have been chosen without doing violence to the basic data 
or materially changing solutions obtained from the completed model. 
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freight rates for corn in the railroad territories involved; equation 
(3.2) was used where an intermediate level of freight rates was in- 
dicated; and equation (3.3) was used where the data suggested a 
relatively high level of freight rates on corn as well as for all paths 
over which actual shipments of corn were improbable or rare.® 

The freight rates for livestock (Table III) were similarly derived, 
using the following equations: 


(4.1) Xij = 30 + 0.07 Mi; 
(4.2) Xij = 30.+ 0.08 Mi; 
(4.3) Xij = 30 + 0.09 Mi; 


where Xi; represents the freight rate on livestock from Region é to 
Region j in cents per 100 pounds and the Mi; are the same as for feed.’ 

Demand and supply functions. For the United States as a whole, 
the model may be represented by the following equations:*° 


Demand for feed: 
(5.1) Pe = —0.7497 —0.022353 Qc + 0.016253 Za + 0.1250 Pr 


Supply of feed: 


(5.2) Z.-* = 120.78 

Demand for livestock: 

(5.3) Px = 35.2793 —0.20226 Qa + 0.01111 Y* 
Supply of livestock: 

(5.4) Za = 166.122 + 3.9700 (Pas — 8 Pe —6) 
“Gross” equilibrium conditions: 

(5.5) = 

(5.6) On = Zn 


The arithmetic coefficients of the demand functions are adapted from 


*In several cases, freight rates estimated from equations (3.3) or (3.2) proved to be 
higher than the sum of freight rates from Region i to the Corn Belt and from the Corn 
Belt to Region j, as most of the latter rates were estimated from equation (3.1). In 
these cases, the cost of shipping over the cheaper “indirect” route is taken as the freight 
rate from Region i to Region j. 

* These rates were based on ICC data for live animals (hogs, cattle, and sheep) partly 
because data on other types of livestock products were limited and partly because the 
livestock price series used in the model was set at a level appropriate for live hogs. 

Conital letters are used in equations (51) (5.6) to denote totale or averacec 
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because data on other types of livestock products were limited and partly because the 
livestock price series used in the model was set at a level appropriate for live hogs. 

* Capital letters are used in equations (5.1) through (5.6) to denote totals or averages 
for the United States as a whole; lower-case letters are used in equations (1.1) through 
(2.6) to denote values for individual regions. Units of measure for Z.*, Z,, n*, and y* 
are indicated in Table I. P. represents the price of corn in dollars per bushel (56 pounds) 
and P, represents the price of livestock in dollars per 100 pounds, liveweight. 
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logarithmic analyses reported in an earlier article.’ Equation (5.1) 
implies that the elasticity of demand for feed is —0.5 and that feed 
consumption tends to increase in direct proportion to livestock pro- 
duction. The coefficient of Ps in this equation assumes that about 8 
bushels of feed (corn equivalent) are normally required to produce 
100 pounds liveweight of livestock, and that, other things being equal, 
a given increase in the price of livestock per 100 pounds would be as- 
sociated with an increase one-eighta as large in the price of feed per 
bushel. Equation (5.3) implies that the elasticity of demand for live- 
stock is —0.5 and that livestock consumption increases about 0.45 per 
cent for each 1 per cent increase in disposable income per person. 
These percentage relations apply precisely only when the price of feed 
is set at $1.35 per bushel and the price of livestock at $16.80 per 100 
pounds. 

Equation (5.4) implies an “equilibrium” livestock production of 
166.122 million units if the price of livestock per 100 pounds is equal to 
8 P- (the cost of 8 bushels of corn) plus $6.00, which is presumed to 
cover nonfeed costs of producing livestock. If the price of corn is $1.35 
per bushel, the equilibrium price of livestock is $16.80 per 100 pounds. 
This relationship is about right if we think of “livestock” in terms of 
hogs, which are by far the largest consumers of feed concentrates. At 
the equilibrium prices specified, the price of livestock is 12.44 times the 
price of feed, or very close to the long-term average hog-corn price 
ratio. 

Coefficients of the’ livestock supply equations were varied regionally 
on the basis of the relative importance of different classes of livestock 
and fragmentary information on supply elasticities for each class. 
The resulting elasticities of livestock supply ranged from 0.50 and 
0.45 in the Corn Belt and Northern Plains regions, where the relatively 
flexible hog- and cattle-feeding enterprises predominate, to 0.25 in the 
Northeast and Pacific regions where fluid milk and eggs are the prin- 
cipal grain-consuming livestock products. In all other regions an inter- 
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Arithmetic demand and supply functions for each of the 10 regions 
were then specified in such a way as to reflect the price flexibilities and 
supply elasticities defined above under certain standard conditions 
(pe = $1.35, px = $16.80, za at the levels given in Table I, column 2, 
and ga at the United States average level of per capita livestock con- 
sumption.) It was necessary to choose arithmetic demand and supply 
functions, as the various equilibrium conditions are all in arithmetic 
terms. 

The resulting regional demand functions for feed are shown in 
Table IV, the demand functions for livestock in Table V, and the 
supply functions for livestock in Table VI. 


TABLE IV.—REGIONAL DEMAND FUNCTIONS FOR FEED UNDER APPROXIMATE 


1949-50 ConpITIONS 
(in million tons) 
Change in Feed Consumption per Unit Change in: 
Region Constant Term Feed Livestock Livestock 
Price Supply Price 
(1) (2) (3) (4) 
Northeast — 3.5540 — 4.7405 0.7271 0.5925 
Corn Belt —12.5188 — 16.6979 .7271 2.0871 
Lake — 4.0816 — 5.4442 daa .6805 
Northern Plains — 3.4107 — 4.5493 . 5686 
Appalachian — 2.8637 — 3.8198 .7271 .4774 
Southeast — 1.8133 — 2.4186 .7271 .3023 
Delta — 1.27849 — 1.7138 


Northeast and Pacific regions where fluid milk and eggs are the prin- 
cipal grain-consuming livestock products. In all other regions an inter- 
mediate figure of 0.35 appeared reasonable.” 


" K. A. Fox, “Factors Affecting Farm Income, Farm Prices and Food Consumption,” Agr. 
Econ. Research, July 1951, III, 65-82. 

™ Supply elasticities are best defined in relation to the particular time intervals allowed 
for response. Supply coefficients in the present model allow (perhaps liberally) for the 
sort of adjustments which might take place within a given feeding year. It would be 
better for some purposes to use a lagged model such as that developed on the national 
level by R. J. Foote. (“A Four-equation Model of the Feed-livestock Economy and its 
Endogenous Mechanisms,” Jour. Farm. Econ., Feb, 1953, xxxv, 44-61). In such a model, 
livestock numbers and prices would be taken as predetermined variables in solving 
a feed model applicable to the early part of the feed-marketing year, during which the 
livestock economy would have little opportunity to respond to the new feed harvest. The 
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TABLE V.—REGIONAL DEMAND FUNCTIONS FOR LIVESTOCK UNDER APPROXIMATE 
1949-50 ConpITIONS 


(in million units) 


Change in Livestock Consumption 
per Unit Change in: 

Region Constant Term : Per Capita 
Livestock Disposable 

Price Income 

(1) (2) (3) 

Northeast 49.6822 —1.4083 0.015646 
Corn Belt 31.5134 — .8932 .009924 
Lake 14.8002 — .4195 .004661 
Northern Plains 5.2087 — .1476 .001640 
Appalachian 18.0475 — .5116 .005683 
Southeast 13.1600 — .3730 -004144 
Delta 7.8545 — .2226 -002474 
Southern Plains 13.1634 — .3731 -004145 
Mountain 4.2145 — .1195 -001327 
Pacific 16.7805 — .4756 -005284 
United States 174.4246 —4.9441 .054929 


equal to the difference between their freight rates to the deficit region. 
Thus, an equilibrium solution implies for each commodity a precise 
structure of regional prices bound together by specific freiglit rates, 
except for regions which prove to be self-sufficient under the given con- 
ditions. 


3.8198 7271 


Appalachian — 2.8637 - 

Southeast — 1.8133 — 2.4186 .7271 .3023 
Delta — 1.2849 — 1.7138 .7271 .2142 
Southern Plains — 1.9124 — 2.5508 .7271 .3188 
Mountain — 0.7345 — 0.9797 .7271 .1225 
Pacific — 1.3661 — 1.8221 .7271 +2277 
United States —33.5400 —44.7367 .7271 5.5916 


II. Equilibrium Solutions 


A necessary requirement for competitive equilibrium is that no in- 
dividual can make a profit by shipping additional quantities of either 
feed or livestock from one region to another. If one region ships to 
another, the prices must differ by the amount of the intervening trans- 
portation costs. If two surplus regions ship to the same deficit region, 
the difference between equilibrium prices in the surplus regions will be 


early-season prices of feed and livestock would then be taken as predetermined variables 
in solving for livestock production and prices in the latter part of the marketing year. 

Longer-run incidence problems could be handled in a simultaneous model like that of 
the present paper. However, the regional supply functions would probably be based on 
long-run profit considerations rather than upon empirical studies of supply response. The 
present model also disregards speculative and other factors which might affect livestock 
and feed prices during periods materially shorter than a year. 
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(1.3), we can select by inspection a trading arrangement which looks 
reasonable, even though it will not necessarily prove to be the equilib- 
rium arrangement. (An “arrangement” simply specifies which regions 
ship or do not ship to which other regions.) The assumed trading ar- 
rangement implies a perfectly definite structure of price differentials 
in which any one regional price can be taken as the basing point. In 
practice, the Corn Belt was taken as the basing point and feed prices 
in other regions were lined up in accordance with their differentials 
above and below an assumed price in the Corn Belt. Then, using the 
specified demand functions for feed in each region, the consumption 
of feed in each of the 10 regions was calculated on the basis of the 
assumed price in the Corn Belt (in this case $1.40 per bushel). The 
total feed consumption at this level of prices did not exhaust the 
available supply—that is, it did not meet the “gross” equilibrium condi- 
tion. Since the assumed rigid structure of price differentials made total 
United States feed consumption a linear function of the Corn Belt 
price, the price adjustment needed to equate United States feed con- 
sumption with the available supply could be calculated at once. This 


except for regions which prove to be self-sufficient under the given con- 
ditions. 

To solve the feed model represented by equations (1.1) through 
Taste VI.—REGIONAL Suppty Functions For LIVESTOCK UNDER APPROXIMATE 
1949-50 ConpITIONS 
(in million units) 


Change in Livestock Supply 
per Unit Change in: 
Region Constant Term 
Feed Price Livestock Price 

(1) (2) (3) 
Northeast 16.0316 — 2.0952 0.2619 
Corn Belt 50.9326 —14.7632 1.8454 
Lake 17.6888 — 3.3696 -4212 
Northern Plains 14.1780 — 3.6200 -4525 
Appalachian 12.4110 — 2.3640 .2955 
Southeast 7.8584 — 1.4968 -1871 
Delta 5.5684 — 1.0608 -1326 
Southern Plains 8.2882 — 1.5784 .1973 
Mountain 3.1832 — .6064 -0758 
Pacific 6.1618 — .8056 -1007 
United States 142.3020 —31.7600 3.9700 
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price, the price adjustment needed to equate United States feed con- 
sumption with the available supply could be calculated at once. This 
adjustment gave the equilibrium price in each region (assuming the 
specified arrangement) and the equilibrium rate of feed consumption. 

A comparison of these regional feed consumption estimates with the 
given values of feed production yields the net imports or exports of 
each region. In conjunction with the assumed arrangement, the esti- 
mated quantity of feed shipped over each interregional path can be 
worked out. The arrangement is then tested for the equilibrium re- 
quirement that no trader can make a profit by shipping additional feed 
from one region to another. If this condition is met, the assumed ar- 
rangement is also the final one. If not, it is usually very easy (in a 
10-region model) to modify the trading arrangement in such a way as 
to eliminate any remaining profit possibilities. 

This approach was adapted to the present joint feed and livestock 
model as follows: (1) A separate equilibrium arrangement was deter- 
mined for feed by assuming that the livestock numbers in Table I 
were given and that livestock prices in all regions were $16.80. The 
resulting arrangement is shown in Table VII. Then we determined a 
similar independent arrangement for livestock, assuming livestock 
numbers fixed. This arrangement is shown in Table VIII. These ar- 
rangements imply definite structures of regional price differentials for 
both feed and livestock. 

As a next step, the livestock prices from Table VIII were substituted 
into the demand equations for feed, yielding a revised equilibrium solu- 
tion for feed. This revised solution for feed, in conjunction with Table 
VIII, would represent the joint spatial equilibrium solution we are 
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seeking if livestock production in each region were predetermined. 
But as livestock production is a jointly dependent variable in our 
model, we proceed to substitute the regional prices for feed and live- 
stock into the regional supply functions for livestock. If the sum of the 
resulting regional livestock production estimates is not equal to 166.12, 
we make a “gross” adjustment as follows: 

For the nation as a whole (assuming rigid price differentials) we 
transform equations (5.1), (5.3) and (5.4) respectively into 
(6.1) AZ, = 61.5271 AP. —7.6909 AP, (demand for feed) 


(6.2) AQa = —4.9441 AP, (demand for livestock) 
(6.3) AZ, = —31.7600 AP. + 3.9700 AP; (supply of livestock), 
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(6.3) AZ, = —31.7600 AP. + 3.9700 AP; (supply of livestock), 


where the A’s represent changes in the variables from their initial 
values.** 

As Z; in equation (6.1) and Qa in equation (6.2) were chosen equal 
in the independent livestock and feed solutions, any changes in these 
two variables to reach a final joint equilibrium must also be equal. 
This implies the relationship AP, = 22.3996 AP. (obtained by solving 
equations (6.1) and (6.2) under the condition that AZ; equals AQ;). 

Suppose that, on substituting the initial sets of livestock and feed 
prices into the regional livestock supply functions, we find that the 
resulting estimate of total United States supply is equal to Qa —2. We 
shall call this supply estimate Z; (3), to denote that it is associated 
with equation (6.3). Then, to reach equilibrium, Z, (3) must increase 
and Qa must decrease in such a way that AZ, (3) —AQ;: = 2. The 
extent of the change in each variable is easily calculated from the equa- 
tions shown. The changes in Z; (3) and Qs imply that the price of feed 
in each region must change by a constant amount and that the price 
of livestock in each region must change by another constant amount. 
When these changes are made, the system is in “gross” equilibrium. If 
this step causes a change in the equilibrium trading arrangements for 
either feed or livestock, some further minor adjustments are needed 
to complete the joint equilibrium solution. 

The joint equilibrium solution under approximate 1949-50 conditions 
is shown in Table IX. The trading arrangement for feed is simple and 
logical in most respects. The Corn Belt ships feed to four deficit 
regions, namely the Northeast, Southeast, Appalachian and Delta. 
Prices in these regions are equal to the Corn Belt price plus freight. 
The Lake Region supplies part of the feed requirements of the North- 
east and its price is equal to the price in the Northeast region minus 
freight. The Northern Plains region ships feed to the Pacific and 

* The transformation consists simply of solving each of the original equations for Zs or 


Qn» and passing to first differences. The latter change eliminates all constant terms and 
those variables whose United States totals are predetermined, specifically Q. and Y*. 
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Southern Plains regions, with the Mountain region serving as an 
auxiliary source of supply for the Pacific. The only additional item 
needed is a link connecting these two systems. In this case it turns out 
that the Corn Belt in equilibrium would import some feed from the 
Northern Plains and re-export an equivalent amount to other regions. 
Hence, the link is provided by the fact that the price in the Corn Belt 
is equal to that in the Northern Plains plus freight. The total net 
interregional trade, exclusive of re-exports, is 13.97 million tons, or 
about 12 per cent of the total feed concentrate supply. 

The three major surplus regions with respect to feed also prove to 
be surplus with respect to livestock. The Northeast is by far the 
largest importer of grain-consuming livestock and the Pacific region 
ranks second. In equilibrium, the Corn Belt ships livestock to the 
Northeast, Appalachian, and Southeast regions. Prices in these regions 
are equal to the Corn Belt price plus freight. The Lake Region supplies 
the remaining requirements of the Northeast, but it also ships a small 
part of its export supplies to the Pacific region. Hence, the price of 
livestock in the Lake region is equal to the Northeast price minus 
freight, and the Pacific price is in turn equal to the Lake price plus 
freight. The Pacific region gets the great bulk of its livestock imports 
from the Northern Plains, so that the price in the latter region is equal 
to the Pacific price minus freight. In addition, the Northern Plains sup- 
plies the import requirements of the Southern Plains and Mountain 
regions so that their prices are equal to the Northern Plains plus 
freight. The Delta region proves in this model to be self-sufficient with 
respect to livestock. 

Total net interregional shipments of livestock products are esti- 
mated as equivalent to 48.31 million grain-consuming animal units, or 
about 29 per cent of the total production of grain-consuming livestock 
and products. 

Table X compares the net trade estimates obtained from the joint 
equilibrium model with estimates based on simpler “common sense” 
assumptions. Columns (1) and (2) compare the quantity of feed pro- 
duced in each region with the quantity needed to feed its actual 
1949-50 livestock numbers at the U.S. average rate. The feed surpluses 
and deficits implied by this comparison are shown in column (3) and 
the net imports and exports resulting from the joint equilibrium model 
are shown in column (4). The correspondence is obviously close. 

Column (6) shows the regional distribution of livestock consumption 
if per capita rates in each region were the same as for the United States 
as a whole. Column (7) redistributes these regional livestock consump- 
tion estimates by adjusting them for regional differences in per capita 
disposable income. It is assumed, based on both time-series and family- 
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budget analyses, that a departure of 10 per cent from the national 
average in per capita disposable income will be associated with a de- 
parture of 4 per cent in per capita consumption of livestock products. 
Columns (8) and (9) show a close correspondence between the livestock 
net trade estimates obtained in this fashion and those obtained from the 
joint equilibrium model. 

These comparisons do not prove that the model accurately portrays 
the interregional trade pattern of the real world (much of which is 
unknown due to inadequate data), but they at least suggest that the 
model and the manipulations applied to it involve no serious mechani- 
cal or arithmetical imperfections. 

Equilibrium solutions were also calculated on the basis of various 
changes in the initial data. The results of two of these solutions will 
serve to illustrate the flexibility and usefulness of the model. 

A. Effects of a severe drought. In one variation, feed supplies were 
assumed to decline about 30 per cent in the Corn Belt and 75 per cent 
in the Northern Plains. These drops were closely comparable with the 
actual changes from 1935 to 1936. Feed supplies in other regions were 
assumed to be unchanged. 

In the equilibrium solution, the original trading arrangement for 
feed was drastically altered. The Southeast region became self-suffi- 
cient, neither importing nor exporting feed. The Northern Plains 
became a major feed-deficit area, drawing supplies from the Lake, Corn 
Belt, and Mountain regions. The Appalachian region shifted to a sur- 
plus status, shipping to the Northeast. The Southern Plains also moved 
to a surplus position, shipping a small quantity of feed to the Delta 
region. Feed prices in the Northern Plains rose 28 cents a bushel relative 
to prices in the Corn Belt; altogether, 7 of the 9 regional price differen- 
tials from the Corn Belt were changed by the drought situation. Net 
interregional trade in feed dropped more than 25 per cent. 

The original trading arrangement for livestock was not changed by 
the assumed drought, although two regions narrowly missed shifting 
from a deficit to a self-sufficient status. The drought situation found 
the Appalachian and Mountain regions importing less than 1 per cent 
of their livestock requirements, compared with 5 or 6 per cent in the 
1949-50 solution. The Delta region remained self-sufficient in the 
drought situation, but its livestock price declined relative to that in 
the Corn Belt. All other livestock price differentials remained as in 
the 1949-50 solution. Net interregional trade in livestock declined 
about 12 per cent, less than half as much as did interregional ship- 
ments of feed. 

This type of solution should be helpful in appraising the incidence of 
future droughts upon livestock producers in different regions and in 
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evaluating the benefits of feed grain storage programs. A related ap- 
plication involves estimating the pattern of feed prices and shipments 
likely to emerge at harvest time on the basis of advance forecasts of 
feed production in each region.** 

B. Effect of an increase in freight rates for feed. An assumed in- 
crease of 50 per cent in all freight rates for feed changes the 1949-50 
trading arrangement in only one respect—the Lake region shifts from a 
surplus to a self-sufficient status with respect to feed. However, sub- 
stantial changes occur in feed price differentials and in the volume of 
interregional feed shipments. 

The effects of the freight rate increase can be shown more clearly if 
we first assume that livestock numbers and prices in each region are 
held constant at their 1949-50 joint equilibrium levels. It is obvious that 
the change in freight rates will increase the feed price spreads between 
surplus and deficit regions. For example, feed prices in the Pacific 
region are increased about 11 cents a bushel and those in the Northern 
Plains are reduced about 9 cents a bushel. These price changes also 
have consequences for consumption and interregional trade. The Pacific 
region will consume less feed at the new higher price, and the Northern 
Plains will retain more feed at the new lower price. Thus, imports into 
each deficit region and exports from each surplus region are reduced by 
varying amounts. The over-all reduction in interregional trade in feed 
is about 8 per cent under the present assumptions. 

When livestock prices and production are permitted to vary, how- 
ever, further consequences become evident. Livestock production de- 
creases slightly in the feed deficit regions and expands a little in the 
feed surplus regions. The regional adjustments in livestock production 
are such as to reduce interregional shipments of feed another 7 per cent. 
The final effect of the assumed increase in freight rates for feed is (in 
the present model) to reduce interregional feed shipments by nearly 15 
per cent from the 1949-50 joint equilibrium level. Thus, the increase 
in freight revenues from feed is only 25 or 30 per cent rather than the 
50 per cent which might have been anticipated in the absence of demand 
and supply adjustments. 


III. Applicability of Spatial Equilibrium Models to Other Commodities 
and Types of Market Structures 


Spatial equilibrium models have considerable appeal in that they 
include all of the elements—demand functions, supply functions, and 
transport costs—which are theoretically required for solving inter- 

“Such forecasts or “early season indications” are published by the Department of 


Agriculture at monthly intervals during the growing season. A forecasting application of 
the independent feed model was presented in the earlier paper by Fox. (See footnote 2.) 
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regional pricing and trade problems at the industry level. It is our im- 
pression that many freight-rate problems are conceived in terms of 
rates to a given destination from two or three competing sources, and 
that indirect effects on the rest of the economy are disregarded. These 
effects may indeed be small in most cases, but they can only be checked 
by constructing a model which explicitly provides for their measure- 
ment. Similarly, we suspect that in estimating regional deficits or sur- 
pluses few marketing firms take explicit account of the slopes of re- 
gional demand curves. 

For example, an assumption of equal per capita consumption in all 
regions would be appropriate (1) if transport costs were zero and (2) 
if all demand and supply functions were completely inelastic.’* Hence, 
the gain in knowledge resulting from a more complete model increases 
with the importance of transportation costs (relative to commodity 
price) and with increasing elasticities of supply and demand. 

The stability of trading patterns and price differentials for a given 
commodity from year to year depends on the above factors and also 
upon the degree of regional specialization—that is, upon the size of the 
net trade of each region relative to its total production or consumption 
of the commodity. It may be perfectly obvious that some regions will 
retain their surplus positions under almost any conceivable circum- 
stances. But a region which imports less than 5 per cent of its require- 
ments in normal years may well shift to a self-sufficient or even a sur- 
plus position on occasion, involving sharp price changes relative to other 
regions. 

Spatial equilibrium models should be useful in understanding the 
price and trade pattern of any farm product or industrial raw material 
which is characterized by competitive markets and continuously vary- 
ing prices. They are obviously applicable to international as well as to 
interregional market structures.** They can be extended to groups of 
three or more related products; the relationships may be either com- 
petitive or complementary in demand, supply, or both. (The livestock- 
feed model illustrates a derived demand or raw material and finished 
product relationship). 

Some of the short cuts used in the livestock-feed model depended 
upon the assumed linearity of the demand and supply functions. How- 

* Strictly speaking, the assumption that per capita income and other relevant variables 
are the same in all regions is also implicit. 

* Some applications to international trade problems are given in K. A. Fox, “The Use of 
Economic Models in Appraising International Trade Policies,” Jour. Farm Econ., Dec. 


1954, XXXVI, 944-58. Effects of changes in tariffs, subsidies, import quotas and price- 
support programs are illustrated in terms of a model similar to that of Table VII. 
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ever, curvilinear functions should not greatly increase the difficulty 
of solution.” 

The applicability of spatial equilibrium models to products with 
administered prices is less obvious. However, the aggregate demand 
curve for such a product in each region can be regarded as a continuous 
function. The marginal cost curve of each plant (or the industry mar- 
ginal cost curve if there were several plants operating in a given region) 
could be either a continuous function or a series of steps. If there were 
only a few plants producing a given commodity, each plant might be 
treated as a surplus “region” with zero consumption and each consum- 
ing center might be treated as a deficit region with zero production. 
The maximization criterion could be varied according to the competi- 
tive structure of the industry. For example, if one firm held a nation- 
wide monopoly but operated plants in several locations, it would be 
possible to calculate a price, output and shipment pattern which would 
maximize monopoly profit.* On the other hand, if each plant were 
owned by a different firm, a solution could be obtained under which 
each firm maximized its returns by equating marginal net revenue 
(f.0.b. plant) from all markets to which it could ship profitably. Ap- 
propriate maximization criteria could also be applied to an industry in 
which each of two or more firms operated plants at a number of loca- 
tions.*® 

Thus, the chief limitation of the spatial equilibrium model with re- 
spect to administered-price commodities is that it does not accurately 
express the mechanism by which actual prices are determined. Never- 
theless, given the necessary information about demand and cost curves, 
the spatial equilibrium model indicates an optimum price and trade 
pattern which could be a useful guide in setting administered prices. 
It can also indicate the pressures on an existing market pattern which 
would result from the construction of new plants at specified locations. 

Conceptually, the spatial equilibrium model is one of very wide ap- 
plicability. It is not excessively difficult to manipulate. The most serious 

™ Theoretically, some types of curves might lead to multiple solutions. But this is not 


likely to happen with functions of realistic shape, such as monotonically decreasing demand 
curves and horizontal, vertical, or monotonically increasing supply curves. 

* This is not to suggest that firms do, should, or can maximize monopoly profit without 
regard to other considerations. Conceptually, any limitations on the pursuit of profit which 
were set by public authorities or by company policy could be incorporated into the model. 
The model could also be used to estimate the pattern which would result if the various 
units of such a firm were operated competitively. 

® Maximization could be carried out subject to various policy constraints relating to 
price leadership, market shares, and so forth. Here again the spatial equilibrium mode] is 
both neutral and flexible. 
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limitation upon its use is independent of the model as such, namely the 
difficulty of determining the individual demand and supply or cost 
functions. Statistical demand functions for many farm and food pro- 
ducts have been determined with considerable reliability, and there is no 
conceptual barrier to their derivation for industrial products. In deter- 
mining prices, large firms must now consider on a judgment basis in- 
formation which is logically related, or even equivalent, to market de- 
mand functions. It seems reasonable to believe that the decisions of 
such a firm could be improved if these intuitive judgments about de- 
mand in various markets were formalized into demand functions and 
these in turn combined into a model of the entire market structure in 
which it was interested. 

The success of operations-research groups in applying the “trans- 
portation” and “contract award” models to practical problems suggests 
that experiments with the spatial equilibrium model might be both 
instructive and profitable. The other two models deal only with limited 
aspects of a firm’s activities or even with individual procurement opera- 
tions. The spatial equilibrium model, on the other hand, can encompass 
broad economic characteristics of an industry which condition the suc- 
cess of major policy decisions by the firms within it or by public bodies 
whose regulatory activities impinge upon it. 
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SOVIET PRICE REDUCTIONS FOR CONSUMER 
GOODS, 1948-1954 


By Cottn D. CAMPBELL AND RosEmMARY G, CAMPBELL* 


The earliest reference to Soviet price reductions is a statement by 
Stalin in 1946 that “special attention will be devoted to expanding the 
production of consumers’ goods, [and] to improving the living stand- 
ards of the workers through consistent price reductions on all com- 
modities.”* Although the Soviet government raised prices of many con- 
sumer goods in 1946, and the fourth five-year plan directive, which was 
published a month after Stalin’s statement, did not mention price re- 
ductions, the Soviet government has lowered the prices of a large num- 
ber of consumer goods each spring from 1948 to 1954. The fifth five- 
year plan directive in 1952 prescribed that: 


Retail prices of consumers’ goods should continue to be reduced steadily, 
bearing in mind that lowering the prices is the chief means of system- 
atically raising the real wages of the workers and employees and 
increasing the incomes of the peasants.” 


For the first time since 1948, price reductions were not announced in 
March or April 1955. This may represent a change in price policy; 
however, it could also be due to the fact that the 1951-55 goal for 
price reductions was reached during the first four years of the fifth 
five-year plan. 

The decline in prices during the past seven years is strikingly dif- 
ferent from the trend of prices in the USSR prior to the second world 
war. Many Western economists have believed that planned economies 
would be bothered by rising prices. Hoover writes: 


While the prevention or cure of unemployment and depression is quite 
simple in a Soviet type of economy, the danger of inflation is always 
more real. This flows out of the circumstance that, from the standpoint 
of national planning, global underemployment of resources is likely 


* Colin D. Campbell is on the staff of the division of research and statistics of the 
Board of Governors of the Federal Reserve System. The views expressed in this article 
are the personal ones of the authors and in no way reflect the views of the Board. Rose- 
mary G. Campbell was formerly instructor in economics at Iowa State College. 

*V. Moskvin, “Retail Price Reductions and Soviet Trade,” Curr. Dig. Sov. Press, Apr. 
14, 1951, ITI, 30. 

*“Party Draft Directives on Fifth Five-Year Plan,” Curr. Dig. Sov. Press, Sept. 13, 
1952, IV, 8. 
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to exist only if there is an underestimate of the potential volume of 
production. Planners can always think of useful and even grandiose 
ways in which to allocate limited national resources. Since people in 
general want their wages and salaries iacreased, as well as their leisure, 
while they are always anxious to have prices of goods and services 
lowered, as well as anxious that the deductions by the economic system 
in the form of taxes for all purposes should be as low as possible, it is 
usually more likely that economic planners will err in the direction of 
disbursing more income than the planned utilization of the national 
resources will warrant.* 


Gerschenkron also has stated that the postwar deflation in the Soviet 
Union may not last. He writes: 


As was the case in the thirties, the Soviet government, faced with the 
necessity of maintaining labor incentives and unable to provide real 
increases in the population’s purchasing power because of the high rate 
of nonconsumption, may be driven once more to provide the semblance 
of such increases in the form of inconvertible increases in money wages. 
It is just possible that the current year 1952 will form the dividing line 
between the years of past deflation and those of coming inflation.‘ 


This paper gathers together information about the price reductions 
from translated articles appearing in The Current Digest of the Soviet 
Press. The articles in the Soviet press are interesting not only because 
they help to explain the price reductions, but also because they throw 
some light on the nature of the Soviet pricing system for consumer 
goods. 


I. The Factors Making Price Reductions Possible 


Soviet leaders claim that they have been able to reduce prices because 
of large increases in output and lower costs. The 1950 price reduction 
decree states: 


In connection with new successes in industrial and agricultural produc- 
tion during 1949 and with increased labor productivity and reduced pro- 
duction costs, the Soviet government and the Communist Party Central 
Committee deem it possible to carry out, as of March 1, 1950, a new, 
third, reduction of state retail prices on foodstuffs and manufactured 
consumers’ goods.® 


However, the annual price reductions cannot be explained solely by the 


*C. B. Hoover, “Soviet Economic Policies at Home and Abroad,” Proceedings, Acad. 
Pol. Sci., Jan. 1947, XXII, 115. 

“A. Gerschenkron, “Comments on ‘National Income’ by Gregory Grossman,” A. Berg- 
son, ed., Soviet Economic Growth (Evanston, 1953), p. 30. 

*“Price Cuts and the Gold Standard,” Curr. Dig. Sov. Press, Apr. 15, 1950, Il, 16. 
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rapid increase in the output of consumer goods. They have been pos- 
sible in part because the government has at the same time stabilized 
money wages. Since the second world war, the government has not 
resumed its prewar policy of continuously raising money wages, and it 
has strictly controlled payroll allocations to industries. The expansion 
in total money income due to growth in the size and skill of the labor 
force has been small compared to the increase in the output of goods. 
The 1954 price reductions perhaps show that large annual price cuts 
depend on the successful stabilization of money incomes. That the 1954 
reductions were the smallest of those that have been granted is prob- 
ably due to the fact that in 1953 money incomes were raised by cutting 
in half the contributions to the state loan, reducing the agricultural tax, 
and raising procurement prices for agricultural produce. 

Soviet monetary policy has probably been consistent with their de- 
flationary price policy, although no direct information is available on 
the money supply during the past seven years.’ Because of the dual 
marketing system, a successful policy of price reductions in the state 
stores would probably be impossible under inflationary monetary con- 
ditions. Although the bulk of retail sales are made by state and co- 
operative stores where prices are set or directly influenced by govern- 
ment decree, there are also some free markets where fresh foods— 
fruits, vegetables, meats, and dairy products—are sold at uncontrolled 
prices.’ If the quantity of money had been rapidly expanding, the gap 
between the fixed state prices and the uncontrolled prices would have 
grown larger, shortages in the state stores would have become acute, 
and the illicit resale of state merchandise would have been extremely 
difficult to control. 

The Soviet monetary reform in December 1947 contributed to the 
postwar deflation by preventing a rise in the rate of spending when 
rationing was removed. Prior to the reform the real purchasing power 
of the large cash holdings of the populace was not large because uncon- 
trolled prices were very high and ration points were needed in addition 
to cash to purchase the lower priced goods in state stores. When ration- 
ing was removed and uncontrolled prices fell, the real value of the 
cash holdings of the populace would have risen sharply if the govern- 
ment had not reduced money balances. 


* Budget surpluses have been large since the second world war. There were small budget 
surpluses during the 1930’s, but there was a large increase in the money supply probably 
because of an expansion of bank credit. See F. D. Holzman, “The Soviet Budget, 1928- 
1952,” Nat. Tax Jour., Sept. 1953, VI, 247, and A. Baykov, The Development of the 
Soviet Economic System (New York, 1948), p. 421. 

* Janet Chapman has estimated that in 1948 the free markets handled approximately 15 
per cent of total retail trade. See “Real Wages in the Soviet Union, 1928-1952,” Rev. 
Econ. Stat., May 1954, XXXVI, 135. 
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Soviet writers also state that the government has temporarily sacri- 
ficed budget revenues in order to reduce prices. If prices had not been 
cut, either turnover tax receipts or profits would have been larger.* 
The 1949 price reduction decree states: 

This first stage resulted in making goods sold in state retail trade cheaper 

by at least 57 billion rubles in the course of a year. This sum represents 

a pure loss to the state budget. The loss had to be covered, and was 

actually covered subsequently by the government, thanks to a growth in 

labor productivity, a rise in production of consumers’ goods, and a reduc- 
tion in production costs. It was, however, at the same time, a pure gain 
for the population.® 


The relation of the annual price reductions to the budget was further 
taken into account in the 1953 and 1954 budget announcements. The 
Minister of Finance resorted to an extremely unusual accounting prac- 
tice by including certain revenues and expenditures that might have 
been incurred if there had been no price reductions. An amount slightly 
smaller than the annual savings to the population from lower prices 
in the state stores was added to both revenues and expenditures.” The 
inclusion of these items in the budget announcements probably has 
little significance except as an attempt by the Soviet government to 
convince the populace that it is deeply interested in their welfare. 


Il. Uses of the Price Reductions 


The annual price reductions have been fully exploited for propaganda 
purposes. One example of this is the Soviet claim that the decline in 
prices in the USSR shows the superiority of socialism over capitalism. 
The Soviet deflation from 1948 to 1954 contrasts sharply with the trend 
of prices during this period in many other countries. Even though in- 
flation reveals nothing definite about real economic developments in 
capitalist countries, Soviet writers state that it reflects the increasing 
misery of the proletariat. They write: 


Whereas the Soviet Union is consistently following a policy of reducing 
prices and improving the material and cultural standards of the workers, 
in the capitalist countries the imperialists, embarking upon a wild arms 
race, are shifting the burden of ever-increasing military expenditure to 
the shoulders of the working people. 


* For a discussion of whether price reductions ever result from the lowering of turnover 
taxes, see J. Robinson, “Theory and Practice of Planning,” Sov. Stud., July 1952, IV, 
57, and M. Dobb, “A Note on Turnover Tax and Prices,” Sov. Stud., Jan. 1953, IV, 273- 
74, 

* “Price Cuts,” Curr. Dig. Sov. Press, Mar. 29, 1949, I, 43. 


” For a discussion of this unusual change in the Soviet budget announcements, see A. 
Nove, “Soviet Budgets after Stalin,” Rev. Econ. Stat., Nov. 1954, XXXVI, 423. 
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Retail prices constantly rise in the capitalist world, public consumption 
is curtailed, and the impoverishment of the workers becomes cata- 
strophically intensified. 


The Soviet government has used both percentage reductions in con- 
sumer prices and estimates in rubles of the annual savings to the 
population to show how the scale of living has risen. In the prewar 
period the Soviet leaders published data on increases in money wages 
for this purpose, but they did not give a cost-of-living or price index 
that would be needed to translate the money wage figures into real 
terms. 

In 1954 the Minister of Finance announced that prices of consumer 
goods and foodstuffs were approximately 57 per cent below their level 
in 1947, the year before the first annual price cut.’* The government 
has also estimated that the total reduction in prices for the four years 
from 1950 to 1954 was more than 25 per cent and was in four years 
slightly higher than the five-year goal of 23.5 per cent.** The return 
to prewar levels of production since the second world war has resulted 
in unusually large annual increases in the supply of consumer goods.* 
Because money wages have been relatively stable and shortages have 
probably not been made substantially larger by the price cuts, the per- 
centage reductions in prices measure roughly the rise in real wages— 
particularly for urban workers who are significantly affected by prices 
in the trade network. It is interesting that Janet Chapman has estimated 
that from 1948 to 1952 real wages increased between 58 and 66 per 
cent, which is similar to the percentage reduction in prices announced 
in the Soviet press.” 

The estimated annual savings to the population shown in Table I are 
usually announced at the same time the price cut decree is issued. These 
annual gains are believed to be the difference in the estimated annual 
retail sales at the old and the new prices. In 1948 the gain was based 
on the lowering of prices accompanying the monetary conversion in 
December 1947, the 1949 gain on the first two annual price reductions 
which were made in April 1948 and March 1949, and the gains for 1950 
to 1954 on the price reductions announced in the spring of those years. 


"“New Reduction of Retail Prices,” Curr. Dig. Sov. Press, Apr. 14, 1951, ITI, 29, and 
Moskvin, op. cit., p. 30. 

* “Zverev’s Report on the 1954 Budget,” Curr. Dig. Sov. Press, June 16, 1954, VI, 19. 

™* “Speech by Deputy A. I. Mikoyan,” Curr. Dig. Sov. Press, July 21, 1954, VI, 13. 

“For estimates of the large increases in the output per capita of many basic consumer 
goods from 1948 to 1952, see Chapman, of. cit., p. 148. 

* Ibid., p. 146. The variations in Janet Chapman’s figures are dependent on (1) whether 
real wages are examined before or after taxes and bond purchases, and (2) whether 1928 
or 1937 cost-of-living indexes are used. 
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TABLE I.—SAaviNGs TO THE POPULATION FROM ANNUAL Price REDUCTIONS, 
1948-1954* 
(billions of rubles) 
Te State In Collective In State , 
Year Retail Farm Markets| Retail Trade | In Collective Total 
Trade and Coopera- | and Coopera- | Farm Markets 
tive Trade tive Trade* 

1948 57 29 86 
1949 48 23 71 
1950 80 30 ; 110 
1951 27.5 7 34.5 
1952 23 5 28 
1953 46 7 53 
1954 20 20° 


* Since 1951 the gains from trade in cooperative stores have been included with those from 
state retail trade rather than with those from the collective farm markets. The reason for this 
change is not known, but since cooperatives have had some degree of independence in setting 
prices, they have probably not fitted into either group perfectly. On the mechanism for de- 
termining prices charged by both consumer and industrial cooperatives, see N. Jasny, The 
Soviet Price System (Stanford, 1951), pp. 63-64. 

> No amount specified. 

° In August 1954, the prices of many fresh foods were raised. To offset the loss to the popu- 
lation from these price increases, prices of several foodstuffs were reduced starting in October 
1954. It is not known what effect these midyear changes in prices would have on the total 
gains originally predicted for 1954. See ““Decree on Seasonal Prices for Vegetables and Fruit,” 
Curr. Dig. Sov. Press, Sept. 29, 1954, VI, 3-4. 

* Sources: “Price Cuts,” Curr. Dig. Sov. Press, Mar. 29, 1949, I, 43-44; “Price Cuts and 
the Gold Standard,” Curr. Dig. Sov. Press, Apr. 15, 1950, II, 16; ““New Reduction of Retail 
Prices,” Curr. Dig. Sov. Press, Apr. 14, 1951, III, 29; “Zverev’s Report on the 1954 Budget,” 
Curr. Dig. Sov. Press, Jane 16, 1954, VI, 19; “Retail Price Cut Decree is Issued,” Curr. Dig. 
Sov. Press, Apr. 25, 1953, V, 5. 


The magnitude of successive price reductions in state and cooperative 
stores is large when compared with recent annual goals for state and 
cooperative trade. Total gains for 1951 to 1954, inclusive, amount to 
116.5 billion rubles, which is 42 per cent of the 1950 planned goal of 
275 billion rubles for state and cooperative trade. 

Except in 1954 lower food prices in the collective farm markets have 
been listed as one of the results of the decrees.** In 1954 very small 
gains from lower prices in the collective farm markets were expected 
because reductions in food prices in state stores were extremely small 
during that year. Even though the government does not directly control 
collective farm prices, Soviet leaders have stated that price reductions 
in state retail outlets will “cause an identical drop in prices on the 
collective farm and cooperative market.’ Collective farm prices have 


“ This presumption has caused Baykov to question the claimed gains to the population 
from price reductions. See A. Baykov, “Internal Trade During the War and Its Post-War 
Development,” Bull. Sov. Econ. Develop., Sept. 1950, Bull. 4, 8. 

* “Price Cuts,” op. cit., p. 43. 
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probably fallen since the second world war because of the rapid re- 
covery in the output of farm products. However, because state prices 
are already much lower than collective farm prices and shortages pre- 
vail in state stores, the relationship between state and free prices is 
probably the opposite of that which the government claims. Under such 
conditions state price cuts would tend to cause collective farm prices 
to rise. Lower prices in state retail outlets would tend to increase the 
amount of purchasing power that is left over to be spent in the free 
markets. Also, because some persons will want to increase their pur- 
chases when state prices are lowered, more buyers will be shifted to 
the free markets. 

The price reduction decrees are also part of the continuous drive to 
stimulate the populace to greater effort. The Minister of Trade recently 
stated: 


No proof is needed of the fact that our state’s efforts to improve the 
material status of the working class and the collective farm peasantry 
are being repaid one hundredfold to the socialist society. Labor produc- 
tivity is increasing, cost of production is dropping, and the quantity of 
goods produced is growing and their quality is improving. 


Only in a socialist country does the working class realize and actually 
perceive that the higher labor productivity and the lower production 
costs, the more commodities there are for the working class, the lower 
prices are and the better the working class lives.** 


After the price reductions, unions are directed to “explain exhaustively 
the importance of the new decrees to workers” and to “develop exten- 
sive socialist competition for fulfillment and overfulfillment of state 
plans by all enterprises . . . . for increased labor productivity and high- 
grade production techniques.’”® At this time industrial plants custom- 
arily make pledges to fulfill or overfulfill their plans. 


III. Price Cuts for Individual Items 


It is not clear what determines which items will be cut in price and 
what the magnitude of the individual price cuts will be. Joan Robinson 
believes that the annual price cuts are simply a means of increasing 
the general purchasing power of the population so that they will be able 
to buy the increased output of consumer goods. She has stated that when 
Soviet planners change prices they do not attempt to reach equilibrium 
through price adjustments for individual items. She writes: 


In general it is considered wrong in principle to use price as a means 
* “Speech by Dep. A. I. Mikoyan,” op. cit., p. 13. 


*“On Tasks of Trade Unions in Connection with Announcement of Price Reductions,” 
Curr. Dig. Sov. Press, Apr. 14, 1951, ITI, 31. 
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of cutting demand to equality with supply in particular commodities. . . . 


The overall cut in prices is intended to reflect the overall fall in cost 
of a range of commodities rather than that of each item taken 


separately.”° 


It is not known how Mrs. Robinson would explain the variations in 
price cuts among the items listed in Table II. These variations could 
reflect changes in the market conditions of different commodities. Price 
reductions for agricultural commodities have been relatively large, per- 
haps because of a change in the terms of trade between agricultural 
products and manufactured consumer goods. 

Dobb says that conditions of supply are taken into consideration in 
making price changes. He writes: 


It is hard to believe that the differences of price-cut have not been 
influenced, at least in part, by current differences in the supply position 
(price-cuts tending to be smaller in the case of things which were still 
in short supply) 


A recent Soviet article supports Dobb’s point of view: 


The price of individual products . . . deviates from the value. The prac- 
tice of price-fixing involves the most diverse ratios of retail prices and 
unit costs. 


It is perfectly clear that in determining prices the demand for various 
commodities cannot be disregarded. The Soviet state is doing everything 
necessary to fully satisfy the requirements of the population. But in the 
case of some items price must be used as an instrument to regulate 
consumption of these items until production reaches a point required for 
maximum satisfaction of the demand. 


Fixing prices of goods without relation to the demand for them leads 
to a decreased rate of turnover of the goods. In some instances the 
setting of low prices fosters speculation in goods.”* 


Mrs. Robinson is correct in stressing the insensitivity of Soviet prices 
to changes in conditions of demand and supply over short periods. 
Table Il shows that prices of many consumer goods have not been 
changed as often as once a year. Some items have been cut only once 
in seven years. In one of his essays on socialist calculation, Hayek 
pointed out that when prices of consumer goods are fixed by the govern- 
ment, the problem of how often prices should be revised presents a 
dilemma: if prices are changed frequently, the administrative costs of 

Robinson, op. cit., p. 57. 

™ Dobb, op. cit., p. 274. 


“1D. Krondrashev, “Price Fixing and Problems of Economic Planning,” Curr. Dig. Sov. 
Press, June 6, 1953, V, 11. 
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changing prices will be high, but if prices are changed infrequently, the 
demand for many items will often be unequal to the supply.** Soviet 
planners have appareatly chosen to avoid the high administrative costs 
of changing prices frequently and to accept conditions of market dis- 
equilibrium. 

Prices of individual items have been set so low in most cases that the 
demand for them exceeds their supply, even though the output of con- 
sumer goods has been increasing rapidly and official rationing was 
given up in 1947. Although Lange thought that in a socialist system 
equilibrium prices that would avoid shortages and surpluses could be 
found by a process of trial and error, such a pricing system is not 
found in the USSR.* The Soviet press often mentions that items sell 
out rapidly when placed on sale in state stores. The following examples 
are typical: 

The board of the Central Union of Consumer Cooperatives is still per- 

mitting intolerable disruption of the supply of certain goods to the 

collective farm countryside. In many districts there are still total stop- 
pages in the sale of such everyday articles as salt, kerosene, soap, 
matches, shag tobacco, etc.*® 


Sales clerks in Kazan have to listen to customers’ complaints that some- 
times stores have no spring or summer clothing or footwear, no stock of 
athletic goods, etc. The editors of the newspaper . . . have received letters 
from collective farmers who are puzzled to find no pails, pans, washbasins 
and other domestic items on sale in the villages.?° 


There is a great demand for children’s ski suits with napping but they 
are placed on sale sporadically. 


Many parents wish to obtain baize shirts. They are cheap, have beautiful 
patterns and, what is most important, they are warm. However, these 
shirts appear rarely and in insignificant quantities.?" 


In the summer of 1953 I tried to get a pair of women’s dress shoes 
repaired. But the Kiev shops had no leather soles. “Sometimes we have 
them,” said the shopkeepers, “but right now we don’t. Come back in a 


=F. A. Hayek, “Socialist Calculation: The Competitive ‘Solution’,” Economica, May 
1940, VII, 135-37; reprinted in Individualism and the Economic Order (Chicago, 1948}, 
pp. 192-94. f 

“Lange also thought that there might be some advantages in having free markets for 
consumer goods in a socialist economic system. See O. Lange and F. M. Taylor, On the 
Economic Theory of Socialism (Minneapolis, 1938), pp. 90-98. 

*“Central Union of Consumer Cooperatives Does Little to Meet Consumers’ Growing 
Demands,” Curr. Dig. Scv. Press, July 28, 1954, VI, 49. 

* “More Consumers’ Goods,” Curr. Dig. Sov. Press, July 11, 1953, V, 33. 

* “Clothes and Shoes for Children,” Curr. Dig. Sov. Press, Jan. 27, 1954, V, 20. 

™ “Where Can One Have Shoes Repaired?” Curr. Dig. Sov. Press, Apr. 7, 1954, VI, 41. 
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Goons IN THE USSR, 1948-1954, Setecrep Irems on Groups* 


Item 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 
Food 
Meat and meat products 10 | 24-35; 15 | 15-20; 15 
Fish and fish products 10 | 10-35; 10 10* 
Macaroni products 10 25 15 15 10 5 
Rye bread 10 25.9) 15 12 10 8 
Coarse wheat and rye flour 10 25 15 15 10 5 
Butter 10 30 15 15 10 
Margarine 35 10 15 10 
Lard 18 10 20 10 
Local cheeses 20 15 10 10 
Eggs 15 10 15 10 
Table salt 30 40 21 30 | 10-20} 20 
Rice 12 15 15 10 
Tea 10 10 20 20 10 
Coffee 10 15 20 15* 
Granulated sugar 15 10 10 
Mayonnaise and other dressings 20 30 10 
Ice cream 20 10 15 10 
Jams and jellies 25 10 10 
Canned fruits 10 30 10 25 
Dried fruits and nuts 20 20 20 
Apples and pears 20 20 50 » 
Tangerines and oranges 15 50 » 
Potatoes 10 50 » 
Beets 10 50 b 
Cabbage and carrots 14.7 50 ® 
Apparel 
Coarse wool fabrics 10 24 
Cotton fabrics 15 15 |15-20* 
Pure wool fine fabrics 10 12 5 
Linen fabrics 15 8 
Part silk and artificial silk fabrics 12 
Overcoats, suits, dresses and other wool 

clothes 12 | 10-22 
Stockings and socks 15-25 20" | 10-25 
Caps (fabric) 15 | 25-35 10-15} 10 
Leather footwear 15 8-10 7 
Rubber footwear 10-15 10-15} 128 
* Average reduction. 


>In August 1954, the prices of potatoes, fruits, and vegetables were raised, but the per- 
centage increases for individual items on an annual basis are not known. 

* Sources: L. Bjérk, Wages, Prices and Social Legislation in the Soviet Union (London, 
1953), p. 146; “Price Cuts,” Curr. Dig. Sov. Press, March 29, 1949, I, 44; “Price Cuts and the 
Gold Standard,” Curr. Dig. Sov. Press, April 15, 1950, II, 16-18; “On New Reduction of 
State Retail Prices on Foodstuffs and Manufactured Goods,” Curr. Dig. Sov. Press, April 14, 
1951, III, 29; “New Reduction of State Retail Prices of Foodstuffs,” Curr. Dig. Sov. Press, 
May 10, 1952, IV, 31; “Retail Price Cut Decree is Issued,” Curr. Dig. Sov. Press, April 25, 
1953, V, 4; “New Reductions in State Retail Prices for Food and Manufactured Goods,” 
Curr. Dig. Sov. Press, May 5, 1954, VI, 16. 


Item 1948 | 1949 | 1950 | 1951 | 1952 | 1953 | 1954 

Household Goods 
Kitchen utensils 10-30 10 
Household soap 40 15 15 15* 
Kerosene 10 22 25 38 
Matches 25 20 17 20 
Tumblers and other glass 15 10 10-20} 108 
Hardware 20 20 10 10 108 
Electric irons 10 25 15 
Washing machines 20 10 
Iron bedsteads 20 20 15 
Tables, chairs, cupboards, divans and 

other furniture 20 5 
Medicines and other supplies 15* 15* 
Vitamins 20 20 10 10 
Household chemical supplies 10 108 
Wool blankets 20 
Lace and curtain goods 30 
Radio sets 10 20 15 10 
Cameras 10 10 20 10" 
Pianos 20 25 
Phonographs 20 30 
Hunting and fishing accessories 10-15} 108 
Jewelry 20 15 10° 
Wrist watches 12 30 20 10 5 
Perfume 10 20 | 15-25} 10 10 10* 
Fountain pens 30 20" | 15 
Celluloid toys 20 10 15* 
Needles 20 20 20 
Writing paper 10 10 10 
Cigarettes 10 20 10 5-10 
Vodka 20 28 16.7| 10 11 
Beer 20 30 15 
Axes, spades, scythes, and pitchforks 10 20 20 
Gasoline 20 25 44.5 
Mixed fodder 20 25 15 15 10 5« 
Carts, wheels, and wagon supplies 10 
Tires and tubes for light autos and 

motorcycles 10 
Bicycles 20 20 20 10 10 
Lamps and metal lanterns 10 20 
Building Materials 
Window glass 20 20 10 
Wallpaper 20 10 20 20 
Paints 10-20 10 10" 
Cement 30 20 25 20 
Plywood 15 
Linoleum 15 
Stove castings 10 


TABLE Il—(continued) 
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The continuous gap between state and free prices is additional evi- 
dence of shortages in the state outlets for foodstuffs. If official prices 
were set so that demand at these prices just balanced the supply in the 
state stores, prices in the collective farm markets would be equal to 
the official prices. Several newspaper correspondents have reported that 
state prices were much lower than free market prices.” In 1954, Clifton 
Daniel reported that prices in a farm market near Moscow were 5 
times as high for cucumbers, 4 times as high for potatoes, 214 times as 
high for apples, and the same for tomatoes as in state stores.” In addi- 
tion, a recent Soviet article reveals that state prices are occasionally far 
below the less rigidly controlled prices charged by the the cooperatives. 
It gives as an example a bookcase priced at 579 rubles by the Furniture 
Industry Artel, but sold for 235 rubles in the state stores.™ 

The Soviet press occasionally mentions types of informal rationing— 
such as queues, illegal extra payments, or limits to the quantity sold 
to one person. Some type of formal or informal rationing is inevitable 
when prices are set below equilibrium levels. A recent letter to a Soviet 
newspaper states that people have to stand in line to buy an automobile 
in Moscow and describes the market for automobiles in the following 
way: 

Unfortunately my trip was fruitless. There were more people trying to 

buy automobiles in Moscow than there were cars in the stores. 


I must mention that certain shifty enterpreneurs offered to “help” me 
buy an automobile on condition that I pay 10,000 rubles more for a 
Pobeda than its price.** 


Another article reveals that in the market for building materials there 
are restrictions on the amount sold per customer per day: 


Last year I laid the foundation for my house with great difficulty. This 
year I received a loan of 10,000 rubles for private construction. But for 
two months now my wife and I have gone to stores and lumberyards to 
buy cement, bricks, boards, lumber, and other materials. It was no use. 
... We were not able to get anything. 


The Ukraine Republic Ministry of Trade does not concern itself with 
such a category of customers as private builders. The only buyers 
recognized are those for whom norms of 20 kilograms of cement, one 
cubic meter of wood, etc., are set. In order to obtain enough materials to 
build a house I would have to ge to the store 100 times for cement, ten 


*See E. Stevens, This is Russia—Uncensored (New York, 1950), pp. 44-51, and H. E. 
Salisbury, “New Soviet Prices Vary with Season,” New York Times, Aug. 15, 1954, p. 10. 


” C. Daniel, “New Soviet Line Favoring Farms,” New York Times, Sept. 7, 1954, p. 6. 
™ Krondrashev, op. cit., pp. 10-11. 
™ “Concerning the Automobile Trade,” Curr. Dig. Sov. Press, June 23, 1954, VI, 34. 
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times for roofing, 25 times for lumber, etc. But since these materials are 
seldom in the stores, one can imagine the private builders’ position.** 


An indication of the seriousness of the shortages is that twice during 
1954 Soviet leaders have passed resolutions to alleviate them. At a 
meeting of the cooperative organizations in July, a decision was adopted 
to “eliminate the absolutely intolerable instances of interruptions in 
trade of goods in everyday demand. . . .”** An August decree establish- 
ing seasonal prices for farm produce attempted to “ensure greater uni- 
formity in selling it during the course of the year.””** 

Soviet writers usually attribute market shortages to negligence of 
officials, “Bureaucratic methods in management of enterprises,” lack 
of order in the distribution of goods, production of profitable items 
rather than those most desired by consumers, failure to follow regula- 
tions, or dishonesty. One of the rare admissions that shortages are re- 
lated to the price reductions is contained in a recent speech by the 
Minister of Trade. However, he also repeated the belief that setting 
prices of consumer goods where demand is greater than supply has a 
stimulating effect on labor because shortages obviously show that 
supplies are not sufficient. Even before the second world war, Soviet 
writers defended the setting of prices below equilibrium levels in this 
way. The Minister of Trade said: 


The increased real wages of workers, the rise in the living standard of 
the rural population and the systematic reduction of prices have all 
occasioned a rise in demand for consumers’ goods which has out-stripped 
production of certain items such as meat and animal fats. Some people 
even have the impression that there are fewer goods to be had now than 
there were several years ago. 


There is a simple way of giving the illusion that there are enough goods 
and that is not to cut prices further, i.e., to prevent any increase in the 
public’s purchasing power, as is done in capitalist countries. Then every- 
one will think that there are enough goods—and there will be enough 
goods: surpluses may even accumulate. But this is a violation in princi- 
ple of both Soviet policy and the fundamental interests of the people. 
. . . If we are to get the better of the goods shortage, there is only one 
correct way open to us—to speed up the rate of consumers’ goods produc- 
tion. This is the way the Communist Party has chosen.** 


* “Where Can a Private Builder Buy Building Materials?” Curr. Dig. Sov. Press, June 
6, 1953, V, 39. 

“Resolution of the Fourth Congress of Representatives of USSR Consumers’ Coopera- 
tives,” Curr. Dig. Sov. Press, Aug. 18, 1954, VI, 26. 

* “Tecree on Seasonal Prices for Vegetables and Fruit,” Curr. Dig. Sov. Press, Sept. 29, 
1954, VI, 3-4. 

“ “Election Campaign Speeches by Soviet Leaders—II,” Curr. Dig. Sov. Press, Apr. 28, 
1954, VI, 3. 
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Actually, it is doubtful whether a low-price policy involving market 
shortages will have the beneficial effect on labor productivity claimed 
by Soviet leaders. High prices would probably indicate the need for in- 
creasing output just as effectively as shortages. Also, the inconveniences 
resulting from market shortages make shopping difficult and discrimin- 
ate against employed persons and especially working wives. 

Although the 1954 decree establishing seasonal prices for potatoes, 
vegetables and fruit raised their prices, Soviet planners probably do not 
intend to adopt a policy of lessening market shortages by raising prices. 
The 1954 action followed the unusually large reduction of 50 per cent 
in the prices of these foodstuffs in 1953, and it is the only known decree 
in the past seven years that has raised the prices of consumer goods. 
After years of government prices set far below equilibrium levels, mar- 
ket shortages probably seem normal to Soviet price administrators, and 
the populace has become accustomed to them. 

It is important that conditions of market disequilibrium have not 
existed in the collective farm markets. At the higher prices in these 
markets, foodstuffs are usually available and shopping is much easier 
than in state stores. By providing some markets where shortages do 
not exist, peasant markets may have contributed significantly to the 
workability of the Soviet distribution system. However, it is interesting 
that in spite of their »sefulness, the peasant markets are expected to 
disappear as communism develops. 


IV. The Problem of Minimizing Inventories 


There is probably an important, but unpublicized, advantage in 
setting prices below equilibrium levels. Low prices avoid the possibility 
of surpluses and keep inventories and storage costs at a minimum. The 
Soviet government has admitted that it has inadequate storage facilities, 
and it has attempted to encourage collective farms and consumers to 
store more foodstuffs.** During the postwar period when output was 
expanding rapidly, prices would have had to be set especially low to 
avoid eventual surpluses before the next price cuts were decreed. 

Although the Soviet pricing system results in very small inventories, 
Dobb believes that inventories are extremely important in the Soviet 
distribution system. He writes: 

There are two main ways in which short-period variations in the supply- 

demand position of particular commodities can be met. One (which our 

Western textbooks have prejudiced us to regard as the normal way) is to 

allow short-period prices to fluctuate in response to the current supply- 


™ See “Decree on Seasonal Prices,” op. cit., p. 3, and “Zverev on Financial Discipline and 
Control,” Curr. Dig. Sov. Press, Aug. 30, 1952, IV, 4. 
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demand relationship; and to regard a high ratio of short-period price to 
cost (or to some “normal value’’) as a prima facie reason for increasing 
supply in the ensuing plan-periods. The other is to keep prices (with 
some exceptions) in some fairly constant relationship to cost (or to 
“normal value”) and to allow short-period variations in the supply- 
demand situation to result in varying rates of running-down of stocks (or 
even shop-shortages and queues). In this case priority for increased out- 
put in the next plan-period will presumably be assigned (other things 
being equal) to those commodities which show the quickest running- 
down of stocks or the longest queues. . . . The latter is a quite reasonable 
course to pursue, although it is not without its inconveniences for the 
consumer. In a period of rapid general improvement in the supply- 
position, however, such inconveniences may be regarded as relatively 
unimportant, and at any rate transitory.** 


The “short-run economic problem” with which Dobb is concerned 
arises because within short periods, consumption frequently has to be 
adjusted and goods must be distributed with reference to an existing 
supply.** In a free enterprise system prices adjust consumption to pro- 
duction in the short run by rising when goods become scarce compared 
to demand and falling when they become abundant. As Dobb points 
out, these adjustments might also be performed by various forms of 
nonprice rationing such as queues. However, Dobb’s suggestion that 
Soviet planners may be attempting to balance supply and demand in 
the short run by changes in inventory levels is very questionable. At 
present, Soviet prices appear to be set so low that retail inventories of 
many commodities do not exist much of the time. In order to have large 
enough inventories on hand to take care of short-run market fluctua- 
tions, prices would have to be so high that some merchandise would 
remain in stock even after demand at the official price had been com- 
pletely satisfied. Such a system of distribution would undoubtedly re- 
quire much larger storage facilities for consumer goods than exist in 
the Soviet economy at the present time. 

Although the Soviet economy has had few surpluses resulting from 
setting prices above equilibrium levels, supplies of substandard goods 
or goods in unusual sizes have accumulated when official prices for 
them were too high. Because factories may fulfill their quotas by cutting 
quality or reducing variations in styles and sizes, goods that are difficult 
to sell at official prices are occasionally produced.” In 1953 there were 
large bargain sales to clear inventories of items that were unsalable at 


* Dobb, op. cit., p. 273. 

” For a description of this fundamental economic problem, see F, H. Knight, The Eco- 
nomic Organization (Chicago, 1933), pp. 12-13, 78-82. 

“See “The Consumer—Improve the Quality and Variety of Light Industry Products,” 
Curr. Dig. Sov. Press, Feb. 8, 1949, I, 46. 
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official prices. In a recent speech the Minister of Trade described sur- 

plus conditions of this type: 
Whereas at the beginning of 1953 the trade network had a tremendous 
quantity of goods above plan left on hand, including unsalable goods 
of outmoded styles and of poor quality, in the year just ended the 
merchandise stocks left unsold above the established quotas have mainly 
been liquidated, while the quantity of unsalable merchandise has been 
substantially reduced. 


On the whole, surpluses in the trade network are now generally at a nor- 
mal level.** 


V. Concluding Remarks 


Price reductions are probably superior to increases in money wages 
as a method of expanding consumption in a planned economy. The 
Soviet policy of inflation prior to the second world war had many dis- 
advantages. Gerschenkron writes: 

There is no doubt that, in the past, inflation interfered considerably with 
efficient planning processes. It rendered difficult the ascertainment of 
relations between planned and actual cost of production in industry, and 
thus deprived the planners of their most important instrument for 
checking whether or not resources had been utilized in accordance with 
the plan. Furthermore, inflation provided the manegers of industrial 
enterprises with a strong temptation to hoard raw materials, thus causing 
mal-allocations of resources within the economy, and further accentuat- 
ing its character as a deficit economy and the disabilities and inefficien- 
cies that flowed therefrom.** 


The price reduction decrees are intended to be general welfare 
measures. Of course, price reductions in themselves would not make the 
Soviet people better off. Only increased availability of goods would do 
this. Also, farmers, who still comprise more than half the total labor 
force, have benefited much less than city workers. Because peasants 
are somewhat self-sufficient, they have benefited very little from the 
large cuts in state prices of foodstuffs. In addition, although em- 
ployees’ money incomes are stabilized, peasants’ incomes fluctuate not 
only because they share in the variable output of the cooperative farms, 
but also because they still obtain a significant portion of their income 
from sales of farm produce in the free markets. Because of the depend- 
ence of the peasants on free market prices, the policy of stabilizing 
money incomes of employees, which causes free market prices to fall as 
farm output increases, tends to lower farm incomes. On the other hand, 


“ “Speech by Dep. A. I. Mikoyan,” of. cit., p. 12. 
© Gerschenkron, op. cit., pp. 30-31. 
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it is interesting that price reductions in state stores have probably 
tended to maintain peasant incomes because state price cuts tend to 
retard the decline of free market prices. In addition, perhaps to offset 
the unequal advantages to farm and city workers, in 1953-54 farm 
incomes were raised by special measures such as lowering compulsory 
delivery quotas, reducing agricultural taxes, and raising the procurement 
prices paid by the state for obligatory quotas. 


INPUT-OUTPUT ANALYSIS AND ECONOMIC STRUCTURE 
A Review Article 


By Leoni Hurwicz* 


It was only after having undertaken’ the review of the present volume? 
that the writer became aware of the magnitude of the task, comparable to 
that of appraising, say, a year’s contents of a thriving periodical. Even the 
book’s length (541 pages, not counting indices and “fold-in” charts) fails to 
give adequate warning of its tremendous scope and wealth of material. 

As indicated in the preface, the volume is a product of the first three years 
of the Harvard Economic Research Project set up with the help of a Rocke- 
feller Foundation grant, partly financed by U. S. Air Forces funds, greatly 
helped by the cooperation of the Bureau of Labor Statistics, and, of course, 
founded on the earlier accomplishments of Leontief and his collaborators. 

The first four of the volume’s twelve chapters are by Leontief. The first 
three (“Introduction,” “Structural Change,’ and “Dynamic Analysis”) com- 
prise Part I, entitled “Static and Dynamic Theory.” The fourth (“Inter- 
regional Theory”), together with Walter Isard’s paper (“Some Empirical 
Results and Problems of Regional Input-Output Analysis”) constitute Part II. 
Part III consists of two papers dealing with capital structure: “The Structure 
of Capital” by Robert N. Grosse and “The Telephone Industry: A Study in 
Private Investment” by Paul G. Clark. Part IV, entitled “Explorations in the 
Use of Technological Data,” contains “Process and Production Functions from 
Engineering Data” by Hollis B. Chenery, “Problems of Classification and 
Aggregation” by Mathilda Holzman, “The Technological Structure of the 
Cotton Textile Industry” by Anne P. Grosse, and “Commercial Air Trans- 
portation in the United States” by Allen R. Ferguson. Part V (“Consumption 
and Final Demand”) consists of “The Role of Demand in the Economic 
Structure” by James S. Duesenberry and Helen Kistin. 

A striking characteristic of the “product-mix” represented (in variable 
proportions!) in this volume is the interplay of empirical results, methodo- 
logical discussion, and theoretical model construction. Thus Leontief’s 
“Structural Change,” located in a part “reserved” for theory, is largely devoted 


* The author is professor of economics and mathematics at the University of Minnesota. 

* Following the untimely death of the previously designated, and much more suitable, 
reviewer—Professor A. Henderson of the Carnegie Institute of Technology. The present 
reviewer profited from reading Henderson’s multigraphed paper, dated June 30, 1953, en- 
titled “The State of Input-Output Analysis.” 

* Wassily Leontief, and others, Studies in the Structure of the American Economy— 
Theoretical and Empirical Explorations in Input-Output Analysis. (New York: Oxford 
Univ. Press. 1953. Pp. x, 561. $11.00). Referred to as Studies in this article. 
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to the presentation and analysis of the empirical data on input-output co- 
efficients in 1919, 1929, and 1939; at the same time, the paper has a mathe- 
matical appendix containing the derivation of certain algebraic relations 
relevant in analyzing the phenomena of structural change. Similarly, papers 
by Clark, Chenery, Holzman, Duesenberry and Kistin (the listing is not 
meant to be exhaustive!) are of considerable interest not only as empirical 
monographic studies, but also as contributions to methodology and economic 
theory. 

Among the empirical studies, as can be seen from the titles, some are focused 
on one sector of the economy defined in terms of a commodity or industry; 
others cut across the whole economy, though with emphasis on a specific as- 
pect (structural change, interregionai structure, capital structure). Theoreti- 
cal models largely correspond to the empirical materials handled, although not 
necessarily with the same scope or emphasis. Thus Leontief’s dynamic theory 
goes much beyond the empirical use made of the available time series, while 
the theoretical basis underlying the computation of the inventory coefficients 
is rather played down. 

Methodological problems arising in the treatment and interpretation of 
empirical data are discussed in almost every paper of the Studies. Some (as 
in the paper by Duesenberry and Kistin) are essentially in the domain of the 
theory of statistical inference. Some (e.g., Holzman) deal with statistical de- 
cisions (unrelated to sampling issues) such as those of aggregation. Others 
(e.g., Chenery) are concerned with the fitting of theoretical analysis together 
with the available statistical materials. Leontief himself raises a host of funda- 
mental questions concerning the role of theory and empirical analysis in 
economics. 

The detailed appraisal of each of the contributions in the Studies would 
take the reviewer far beyond the limits of his competence. It seems, therefore, 
preferable to follow up some of the issues common to most of the papers in 
the volume and try to answer (or at least formulate) some of the questions 
that are likely to be asked by an economist. This selection, unfortunately, is 
unfair to some of the contributors; let it be emphasized that it reflects not the 
reviewer’s value judgment but his limitations. 


I. The Basic Model 


Leontief’s basic static model, well known from his earlier writings and con- 
veniently summarized at the beginning of Chapter 2, consists of two sets of 
relations: the balance equations and the structural equations. Each balance 
equation states that the total output of a given industry is absorbed either by 
itself or by other industries, or by the “outside” sector (e.g., consumption). 
If the number of industries (apart from the “outside” sector) is m, the balance 
equation for the ith industry may be symbolically written as 


where 
X; is the total output of the ith industry, 
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xix is the amount of product of the ith industry absorbed by the Ath indus- 
try, 

yi is the amount of the product of the ith industry absorbed by the “out- 
side” sector. 


The listing of the amounts absorbed by the “outside” sector (yi, Ye... , 
Ym) is called the “bill of goods.” The ratio of the amount of the ith industry’s 
product absorbed by the &th industry to the output of the &th industry may 
be called the ith technical coefficient in the kth industry, and is denoted by 
dix. Thus, in terms of the notation just introduced, ai, = xix/X,; this rela- 
tion, when solved for x4, becomes 
and is called a structural equation. 

In the present volume this scheme is extended to cover situations involving 
interregional (“intranational”) and dynamic analysis. 

For interregional purposes it is, in principle, sufficient to split each industry 
into as many regional subindustries as there are regions and then write out 
the balance and structural equations for each of the subindustries; a simplifi- 
cation results if the technical coefficients do not vary from region to region, 
and percentage distribution of each commodity’s output among regions is 
given. (Some commodities are assumed only to travel within the region of 
production. ) 

For purposes of dynamic analysis, one takes into account the fact that some 
of the output of a given period goes into stocks (capital goods or inventories). 
The stocks are assumed parceled out among the m industries, although the 
possibility of the “outside” sector holding stocks is not ruled out. If Si, denotes 
the stock of the ith commodity held by the Ath industry and S;, the in- 
crease® (positive, zero, or negative) in S;, over the given period, the bal- 
ance equation of the ith industry now becomes 


Ay = Mig t Sim + Sig + Sim + 

which merely says that the output must be absorbed by some industry, 
either on current or capital account, or else be used by the “outside” sector. 

The ratio of stock of the ith commodity used by the &th industry to the 
output of the &th industry may be called the ith stock (capital) coefficient in 
the Ath industry, and is denoted by 5x, so that bi, = Si,/X;. The equivalent 
relation 

Six = bis Xe 

is referred to as a structural stock-flow equation.* 


*More precisely, all entities are regarded as instantaneous rates. S:. is then the time 
derivative of Six. 

*If X, denotes the (positive, zero, or negative) increase in output of the kth industry, 
the stock-flow equation (if regarded as invariant) implies the “pure acceleration” relation 
Six = bin *Xx. Leontief’s more sophisticated “multiphase” model, as well as the empirical 
work of R, N. Grosse and Clark, takes into account the irreversibility of the accumula- 
tion process. In Grosse’s work bis = Sia/X» where X> is the capacity (rather than current 
output) of the &th industry. 
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Il. The Constancy of the Structural Coefficients 


Ex post one can (in principle) always obtain the so-called structural 
coefficients (the a’s and the 6’s) if the required data on output and stocks 
(the x, and the S;,) are available. 

That such knowledge is extremely useful, there is no doubt; Leontief and 
his collaborators would have deserved thanks from economists, theoretical 
and applied, if they had merely determined the historical values of these 
entities. But, as the term “structural” indicates, Leontief and his group think 
of the a’s and 6’s as having a considerable amount of invariance. With some 
oversimplification, the nature of this invariance may be stated as follows: 
Suppose that the a’s and the 5’s have been computed on the basis of a given 
year’s data. Imagine now that the same year is to be “relived” by the nation, 
with a different bill of goods and a different set of outputs. Again, the a’s 
and the }’s are computed from the “relived” year’s data. They would be the 
same as those originally obtained! Hence, in a static model, the output X, 
and the interindustry flows x;, can be obtained, given the bill of goods and 
the knowledge (based on, say, past observations) of the technical coefficients. 
Similarly, in a dynamic model, the time paths of stocks, outputs, and inter- 
industry flows can be obtained, given the time paths of the bill-of-goods 
components together with the knowledge of the structural coefficients and of 
certain initial values. (The mathematical procedures involved in the solution 
are described in considerable detail in Chapter 3, but the situation would be 
further complicated by taking into account the fact that neither outputs nor 
stocks can be negative.) 

The postulate of invariance of the structural coefficients does not mean 
that the a’s and the 4’s must remain the same from year to year. Indeed, 
Chapter 2 is primarily devoted to a comparison of the values of the technical 
coefficients (a’s) in 1919, 1929, and 1939, but these changes, called “struc- 
tural,” are interpreted in terms of technical progress and similar phenomena. 
Yet traditional economics does not require the hypothesis of technological 
change to account for the change of the input-output ratios! The usual 
classroom picture of a production function is not a straight line through the 
origin but a curve, often S-shaped, exhibiting in its various phases the 
phenomena of increasing, constant, as well as decreasing returns; the typical 
isoquant map allows for variations in the ratios of the different inputs to each 
other; similarly for joint outputs. Furthermore, the traditional theory of the 
firm depends on the nonlinearity phenomena. 

Superficially, the situation is distressing. For it seems that there are two 
irreconcilable approaches in economics: one where everything is proportional 
and the coefficients fixed, the other where the absence of proportionality 
and coefficient fixity is the cornerstone of the theoretical structure. How- 
ever, while it would be unrealistic to deny divergence of emphasis and 
specializing assumptions, one takes comfort in the fact that the developments 
of the last decade have resulted in a theoretical structure broad enough to 
accommodate both the traditional (curvilinear) and the fixed coefficient 
(linear homogeneous) models as special cases of a more general model, to be 
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here called the generalized activity model (which is an extension of “activity 
analysis” encompassing nonlinear, as well as linear, processes®). Among the 
situations covered by the generalized activity model are: the linear program- 
ming model (of which Leontief’s input-output model may be considered a 
special case), and the traditional curvilinear model (as, say, in Allen or 
Hicks). The fundamental feature of the generalized activity model is that, 
unlike traditional economics, it goes beyond commodity amounts and looks 
at the processes (activities) which use up or produce these commodities. 
Given the levels (intensities) of all activities, the inputs and outputs are 
assumed to be uniquely determined, regardless of levels of the other activities. 
If one then assumes independence (additivity), the total net (positive, zero, 
or negative) output of a commodity is obtained by summing the outputs 
attributable to each of the activities. (If an activity level is zero, so is its 
output of every commodity. 

Since the activity level determines both inputs and outputs, it can be 
eliminated to yield relationships between the inputs and the outputs. In linear 
programming it is assumed that every input and every output is proportional to 
the activity level, hence (for a given activity!) the input-output (as well as 
input-input and output-output) ratios are constant. But even in the linear pro- 
gramming models these ratios are different for different activities, hence may 
change from one period to another because of resource limitations, price 
considerations, etc. (In nonlinear models the ratios may, of course, change 
within a given activity.) 

There are several indications that the contributors to the Studies do think 
of their models as embedded in such a generalized activity model. Leontief’s 
remarks on pages 32-33 may be interpreted as describing “structural change” 
in terms of some activity levels going down to zero while others, previously 
zero, have become positive. Chenery’s “process functions” are designed to 
describe the (not necessarily linear) relationships characterizing a single 
activity (process). Holzman’s comments (pp. 343, 357-59) deal with non- 
linearities and variations in the process-mix. Also, Leontief’s more sophisti- 
cated dynamic model (pp. 68ff.) takes into account the variability of the 


* Including the possibility of a continuum of processes. 

* Where the number of activities is finite (say g) the model may be stated as follows: 
Denote the level of the pth activity by w, and the total net (positive, zero, or negative) 
output (due to all processes) of the ith commodity by v,. (The number of activities g may 
be larger than the number » of commodities. The list of commodities includes labor.) The 
fundamental technological relation for the ith commodity states that vs; = fi (w:, wz, 

. » We), ie., that the choice of levels for all the activities uniquely determines the output 
of each commodity (the f; are single-valued functions). When additivity is postulated, the 
total output may be split into parts attributable to the separate activities so that vs = v,’ 
+, ...+ vs" where v,” denotes the output attributable to the pth activity; in turn, 
vi? = fi (wp), with f.” (0) = 0. The linear programming model is then obtained by 
requiring that (wy) = (with constant), ie., that the ratios of outputs to 
activity levels be independent of those levels. The basic Leontief (open) input-output model 
is then obtained by requiring that g = m —1 which (within the linear programming 
model) may be justified on grounds of efficiency. The “traditional” curvilinear models are 
analogous; they may be regarded as postulating a continuum of activities and nonlinear 
process relations f,?. 
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capital coefficients (the 6’s) depending on whether the output is rising or 
falling. 

Yet a good deal of the exposition is based on the assumption of constancy 
of the structural coefficients. This does not matter when one is merely 
providing a historical description of a given year. But where policy recom- 
mendations or predictions are envisaged—and Leontief’s section on “policy 
decisions and the open system” (pp. 65-68) shows this to be the case—the 
assumption that variations in the bill of goods (as distinct from technical 
progress, exhaustion of natural resources, changes in consumer tastes’) would 
leave the technical coefficients unchanged must be questioned. 

The reviewer finds it genuinely difficult to determine in what spirit the 
assumption of coefficient constancy is being made. 

Is it adopted primarily to simplify exposition and presentation of the data? 
This interpretation suggests itself very strongly in the light of remarks made 
(p. 94) in connection with a relation which is assumed to be one of pro- 
portionality although Leontief believes it to be linear nonhomogeneous (i.e., 
nonproportional). The reason given for adopting the assumption under the 
circumstances is that “since . . . no reliable empirical measures . . . are yet 
available, no useful purpose can be served by incorporating them |i.e., the 
nonproportionalities| in the present theoretical formulation.” In effect Leon- 
tief seems to be saying the following: “In the xy plane I have one point 
through which my line (representing the relationship) must go; if I do not 
have another point, I might as well draw it through the origin, even though 
I know it probably, does not pass there.” (Similarly, if only one point is given 
on a curve going through the origin, one might as well draw it as a straight 
line.) This may be quite acceptable as an expository device, but is obviously 
dangerous in situations where the policy (or predictive) implications would 
be different depending on whether a line through a given point does or does 
not go through the origin. In such a case, an arbitrary choice of the origin 
as the second point might create the incorrect impression that the available 
data are adequate for policy (or prediction) purposes. 

There are, however, alternative interpretations of the constant coefficient 
assumption. Thus one might be quite willing to regard the assumption as a 
valid approximation for certain small displacements of the system. But what 
about the large displacements? Even if the linear programming model is 
assumed (so that the input-output ratios are constant for each activity), 
changes in the process-mix could be expected to bring about variations in the 
historically observed input-output ratios quite independently of technological 
progress. The “traditional” economist would naturally expect to observe these 
variations, especially if the price ratios (or the composition of the bill of 
goods) underwent a strong change. Yet it has been shown® that even with a 


p. 20. 

*See the following contributions in Activity Analysis of Production and Allocation, 
Proceedings of a Conference, edited by Tjalling C. Koopmans, Cowles Commission Monog. 
No. 13 (New York, 1951): Ch. 7, “Abstract of a Theorem Concerning the Substitutibility 
in Open Leontief Models,’ by Paul A. Samuelson; Ch. 8, “Alternative Proof of the Sub- 
stitution Theorem for Leontief Models in the Case of Three Industries,” by Tijalling C. 
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changing bill of goods all efficient production possibilities are characterized by 
the same input-output ratios, provided it is assumed that for the so-called 
basic activities constant returns prevail, there is no joint production, every 
activity requires the use of labor, and labor is the only primary input. While 
it is not difficult to construct examples involving the violation of these postu- 
lates, there may be important situations where the postulates are likely to be 
satisfied. Thus Leontief’s empirical case is stronger than one might at first 
believe. 

In any case there is little doubt that the constant-coefficient model is 
extremely convenient and should be used where applicable. On a priori 
grounds one would expect it to be close to reality in some situations,’ 
wide off the mark in others. But if the data, embodying so much industry and 
ingenuity, are to be used for prediction or policy, the coefficient-constancy as- 
sumption must be examined in the light of the observed phenomena. Until 
this analysis has been carried out, those postulating constancy for purposes of 
prediction or policy rather than exposition are open to Leontief’s criticism 
(Ch. 1) for letting the theory get too far ahead of the empirical knowledge. 


Ill. Technology versus Behavior 


In “traditional” economic models the knowledge of the bill of goods and of 
the technological relations does not suffice to predict the output levels of the 
different intermediate and primary commodities. To make such a prediction 
one must also know whether firms are maximizing profits (or following some 
other behavior principle) and, if so, what the price relationships are. 

In a constant coefficient model, on the other hand, the bill of goods ceter- 
mines the output of each commodity in a unique fashion. Thus the constant 
coefficient approach seems to free us of the need for studying the complex 
problems of the firms’ behavior patterns and market relationships. In fact, 
Leontief’s remarks (p. 15) about the nonexistence of a discipline of economic 
psychology make one feel that he might regard it as unsound to have the 
behavior patterns brought into the picture. 

Yet it is not easy to keep them out of the picture, especially when dynamic 
phenomena are being analyzed. The “irreversibility” of the accumulation 
process is a case in point. As Leontief points out (pp. 68ff.), while expansion 
in output (with capacity already fully utilized) may call for a proportionate 
increase in fixed capital, a decline in output would not result in a proportionate 
reduction in machinery and equipment. But this is not a purely technological 
phenomenon: with sufficiently pessimistic expectations and favorable scrap 
prices it might indeed pay to dismantle the plant.” 


Koopmans; Ch. 9, “Alternative Proof of the Substitution Theorem for Leontief Models 
in the General Case,” by Kenneth J. Arrow; Ch. 10, “Some Properties of a Generalized 
Leontief Model,” by Nicholas Georgescu-Roegen. A generalized formulation, based on less 
restrictive postulates, is possible. 

*See R. N. Grosse, p. 186, where theoretical arguments in favor of the capital-coefficient 
constancy are given. 

"In discussing the possible indeterminacies and contradictions of the “multiphase” 
dynamic model Leontief hints (p. 75) at the “deeper layers of structural relationships,” 
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Clark’s analysis of the determinants of investment in the telephone industry 
starts with the “pure acceleration” (proportionality) model, but then intro- 
duces such behavioral elements as “spare capacity,” “irreversibility,” and 
expectations of output. He recognizes (p. 250) that his modified model (the 
“capital requirements theory”) is implicitly based on the profit maximization 
principle, and compares his model with a more “conventional,” although un- 
necessarily crude, profit maximization approach. The crucial difference be- 
tween the capital requirements theory and the “conventional” model described 
by Clark is that the former makes investment decisions insensitive to price 
ratios in general and to interest rates in particular. (There might, of course, be 
indirect sensitivity, since output expectations are not unrelated to the general 
condition of the market.) If, as Clark argues, the historical experience of the 
Bell System does indicate such insensitivity, the explanation is probably to be 
sought in the discrete nature of the capital variables and the presence of 
“corner optima.” Thus Clark’s model could (as he realizes) be fitted into a 
more sophisticated “conventional” model. An investigation of the problem 
from this viewpoint might be helpful in determining the class of situations in 
which the price insensitivity phenomena are likely to be observed. 

The problem of price effects is also briefly considered by R. N. Grosse in 
his study of the structure of capital. He cites (p. 186) the switch from steam 
to Diesel power as an exceptional case where prices (in this case the coal 
miners’ wage rate) did alter the capital coefficients and goes on to say: “But 
it is our view that exceptional cases of that sort do not occur frequently enough 
to destroy the usefulness of the fixed capital coefficient concept.” In the 
reviewer’s opinion, the preceding statement should be regarded as an empirical 
conjecture to be subjected to the usual procedures of verification. In the ab- 
sence of systematic data on the subject everyone is entitled to follow his own 
hunch. The contributors to the Studies seem inclined to favor the hypothesis of 
price insensitivity. The reviewer, perhaps unduly impressed by the thinking 
and what Friedman has called the “casual empiricism” of many generations of 
economists, would expect to find price sensitivity in many important areas of 
the economic process. 

Even those favoring the fixed coefficient hypothesis for capital equipment 
might hesitate with regard to inventories. R. N. Grosse states (p. 188) that 
“speculation may play a significant! role in determining actual holdings”; 
hence, “they have been adjusted where possible to eliminate stocks exceeding 
what might be called the normal inventory stocks.” For an input, these 
“normal” stocks are those said to be “required” by the users of the commodity 
and are assumed proportional to the user’s level of output. Again, one might 


but it is not clear whether these would be of a behavioral nature. With reference to a 
centrally guided system (loc. cit.), he does envisage the possibility of applying “certain 
maximizing rules.” Incidentally, one wonders whether the contradictions would not dis- 
appear if the “anonymous” differential relations postulated by Leontief were replaced by 
difference equations (with arbitrarily short lags where desirable), each equation describing 
the behavior of a well-defined type of economic unit at time ¢, given the state of other 
variables at time t—t, t>0, and subject to technological restrictions and accounting 
identities. (If the relation system were complete, in the sense that the behavior of every 
type of unit was specified, one would also expect to avoid indeterminacies.) 
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expect that considerations of profitability, safety, and convenience would lead 
away from the simple proportionality idea with regard to inventories, just as 
was the case with regard to capital equipment in Clark’s study of the telephone 
industry, but additional empirical work is needed to clarify this issue. 

It would be surprising if economic analysis could be carried on successfully 
in ignorance of the principles guiding human behavior in connection with the 
decisions affecting production, construction of capital equipment, and the 
size of inventories. 


IV. Statistical Methodology 


The postulate of coefficient constancy, together with the related de-emphasis 
of behavioral aspects of the economic process leads to an attitude toward 
statistical procedures that, on the surface at least, differ greatly from that of 
other econometricians. 

With considerable oversimplification, the reviewer sees input-output analy- 
sis as the process of “fitting” a one-parameter curve (a straight line through 
the origin) to a one-dot scatter diagram. If the curve to be “fitted” had two 
or more unknown parameters, no unique fit would be possible; in the jargon 
of recent theory, the relations would not be “estimable.” Thus the formulation 
of a model where each relation has only one unknown parameter may be 
viewed as corresponding to the a priori identifying restrictions of the simultan- 
eous equation models. Whether these (constant coefficient) a priori assump- 
tions underlying Leontief’s analysis are better founded or more realistic than 
those used in, say, Klein’s models of the United States economy has not been 
established. 

Now if a worker is unwilling to adopt the Leontief brand of simplifying 
restrictions, while still faced with one observation per (disaggregated) relation, 
he is forced to choose between a disaggregated but nonestimable model and one 
of the following two alternatives: a model which is made estimable at the 
(admittedly very serious) cost of considerable aggregation of variables, or 
any device which will yield more than one observation per relation. On the 
technological side, experimentation is, of course, the ideal answer and the 
volume’s advocacy of engineering data is highly appropriate.*t But where 
behavioral aspects of the structure are to be studied, experimentation is usually 
(though not always) ruled out and one is forced to resort to the examination 
of the history and time patterns of the relevant variables. Examples of this 
are to be found in Clark’s (informal) test of the null hypothesis that prices 
and interest rates do not influence investment decisions, as well as in the 
Duesenberry-Kistin investigation of the demand function for certain consumer 
goods. Indeed how could one appraise the effects of price variations except 
by comparing different situations (not always obtainable at any one time 
point) in which different prices prevailed? The reviewer finds it, therefore, 
difficult to agree with the implications of Leontief’s highly picturesque diagno- 
sis (p. 7): “. . . in their desperate search for sufficiently large ‘samples,’ the 

" Interestingly enough, when these data are used as is the case in the papers by Chenery 


and Anne P. Grosse (cf. pp. 373-74), the emphasis on constant proportions largely disap- 
pears. 
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proponents of indirect statistical inference found themselves driven toward the 
treacherous shoals of time-series analysis.” The analysis of time series does 
indeed present special and serious difficulties, but these cannot be avoided 
except at the cost of neglecting the study of behavioral aspects of the economic 
structure and even certain purely technological phenomena. 

Similarly, except for classroom purposes, the use of models more highly 
aggregated than those dealt with in the Studies is not a matter of a methodo- 
logical predilection (as seems to be surmised by Leontief on page 6), but 
rather an unavoidable choice dictated in certain situations by the limitations of 
the data available (including even the highly disaggregated input-output 
figures) in relation to the number of parameters to be estimated. 

Most workers in this field could probably agree on the ideal of having data 
which are highly disaggregated (as to commodities and processes), split by 
decision units (“cross-section”), and available for a sizable time period. But 
in the meantime one is forced to use data deficient in at least some of these 
respects. Economics is too poor to be able to discard any source of informa- 
tion, be it aggregated time series or disaggregated one-time-point observations, 
despite their admitted weaknesss. 

One natural consequence of the use of one-observation samples is that sam- 
pling variation and error cannot be estimated. Hence the emphasis (and 
impressive sophistication) with regard to possible biases due to alternative 
classification and disaggregation methods (e.g., Holzman), but little about the 
probabilistic aspects of the problem. An outstanding exception is, however, 
found in the Duesenberry-Kistin study** of demand for consumer goods. Here 
the non-observable stochastic component is explicitly introduced into the de- 
mand relations and the problems of bias due to possible correlation between the 
disturbance and the “independent” variables, as well as that of error in the 
“independent” variables, are openly faced. The issue is, of course, identical 
with that of the “single equation approach” bias discussed in the literature 
of the simultaneous systems. (It should be made clear that many other sources 
of estimation bias are also considered.) The demand study shows remarkable 
ingenuity in eliminating some of the sources of variation and the utilization 
of available data. Its findings (that demand elasticity for food is higher than 
estimated by Girshick and Haavelmo and that the hypothesis of “mysterious 
and arbitrary changes in taste” is not needed to explain the observations) are 
interesting and very important. Yet the authors are afraid (p. 477) that “it 
may be said that what we have done is to find the errors and then explain them 
away by postulating shifts in demand,” though they defend themselves against 
such a charge. In the reviewer’s opinion, there is only one way of avoiding this 
type of difficulty. Regardless of the path of discovery, the final results must be 
presented in the following conditional form: “If one adopts the class of a 
priori admissible hypotheses** (here the underlying assumptions are completely 
specified), the following are the (best unbiased, maximum likelihood, or 
whatever is applicable) estimates of (say) the elasticity coefficients based on 


“ Which is not of the one-observation type. 
“ Te., the statistician’s large omega, representing assumptions which, in a given context, 
are regarded as firmly accepted rather than subject to testing. 


| 
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such and such data.” The validity of such a statement is independent of the 
authors’ state of mind and may be accepted or rejected by readers depending 
on their attitude toward the specification, estimation principle, or the reli- 
ability of the data. 


The type of analysis represented by the Studies is of tremendous value and 
importance to the development of the science of economics and it is only 
natural that there should be controversy concerning certain aspects of its 
methodology and the domain of its applicability. It is important that this work 
be continued and that its relationship to other streams of thought in con- 
temporary economics and econometrics be intensively explored. In the re- 
viewer’s opinion, such an exploration will typically reveal complementarity 
rather than substitutability. 


LOSCH ON LOCATION 
A Review Article 


By STEFAN VALAVANIS* 


The Economics of Location’ belongs to that class of works, of which each 
generation produces very few, that both introduce a new subject and exhaust 
it. As with the Theory of Games, or Keynes’ General Theory, the main ideas 
are few and appear utterly simple once popularized. They are fortunate ideas; 
that is, they have many consequences that matter and that are not obvious. 

My task is to sift and present simply Lésch’s key ideas and results, to 
point out which of them have and which have not analogues elsewhere in 
economics, and to show which areas of economics are affected by his contribu- 
tion. 

Even if the earth’s surface were perfectly homogeneous, it would become 
differentiated into farms, cities and roads for purely economic reasons. Economic 
activities would arrange themselves into honeycombs of regular hexagons. Re- 
gions would emerge with characteristic prices and wages, and would trade their 
characteristic products. 

The purely economic reasons for spatial differentiation in the absence of 
historical or geographical accidents are three: economies of scale, transport 
costs and agriculture’s need for space. With economies of scale and no trans- 
port costs whatever, all production would be concentrated in one, or a few, 
optimum-sized plants located at random. With transport costs and no econo- 
mies of scale, a little of every product would be produced on every square 
inch of the earth’s surface. With both economies of scale and transport costs, 
the result is intermediate: several production sites at definite distances com- 
promise between mass production and freight costs. This is what happens if 
space as such is not an ingredient of production, as is approximately true in 
industry. In agriculture, however, acreage itself is an input. This fact alone, 
if there were no economies of scale or transport costs, would squeeze non- 
agricultural production into small sites. 

Unquestionably, spatial differentiation will develop. What will it look like? 

Price funnels and demand cones. Let population be equally dense every- 
where and let all people have like tastes. If d, in Figure 1, is an individual 
demand curve for beer, and OP is the price at the brewery, which is at P, 


* The author, recently with the Dominion Bureau of Statistics, Ottawa, is now assistant 
professor of economics at Northwestern University. 

* August Lésch, The Economics of Location, translated from the second revised edition 
by William H. Woglom with the assistance of Wolfgang F. Stolper (New Haven: Yale 
University Press, 1954). The German title is Die raéumliche Ordnung der Wirtschaft; eine 
Untersuchung iiber Standort, Wirtschaftsgebiete und internationalen Handel (Jena: Fischer, 
1943). The Yale University Press has kindly given permission for the reproduction of 
Figures 20 (p. 106), 26 (p. 117), 28 and 29 (p. 125), and Table 7 (p. 119) in the book, 
which here appear as Figures 1, 5, 7 and 8, and Table I. Figure 2 is adapted from Figure 21 

. 106) in the book. 
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those living there will buy PQ bottles of beer. Farther away the price is higher 
by the amount of the freight, and the quantity demanded consequently 
smaller. At F no beer can be sold at all. Total sales are equal to the volume 
of the cone produced by rotating triangle POF (Figure 1) around PQ. The 
brewery is surrounded by a demand cone (Figure 2) and by a price funnel 
(Figure 3) which is steeper the higher the freight per mile. The brewery’s 
sales area is a circle of radius ¢. Likewise, its supply areas of barley, hops, and 
labor are circles of various sizes around P. 

As long as profits are made, new breweries are established. Competition 
squeezes together the round sales areas into equal regular hexagons until both 
brewery profits and beerless areas have disappeared. Of all regular patterns 


a 

\ 
R 
P Mislance 
Quantity 

Fic. 1 DEMAND Fic. 2 Demanp Cone 


that can fill up the space, the honeycomb of hexagons minimizes total trans- 
port costs. This is true for every commodity. On the other hand, the size 
of the hexagons depends solely on the individual demand for beer, and on 
freights for beer and its raw materials. 

This proves too much. If the criterion is minimum transport costs, why are 
they not eliminated altogether by people living right at the breweries? It is 
true that the optimum distance between breweries may not be optimum for 
bakeries or laundries, so that some transport costs would persist. However a 
best average distance could be found and people would group together in 
equally spaced identical settlements, each having a brewery, bakery and 
laundry. 

Duality between agriculture and industry. Now we appreciate the full force 
of Lésch’s distinction between agriculture and industry. Agricultural pro- 
duction is areal, industrial production is punctiform. The best location for 
the consumption of industrial goods is the city, whereas the best one for 
consumption of food implies an even distribution of the people. As long as 
products of the soil are an important item of demand, population will be 
scattered, if not continuously at least evenly, like polka dots, over the land. 

Punctiform industry selling to areally spaced customers is characterized 
by price funnels. Conversely, areal agriculture selling to a punctiform city 
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is characterized by crop gradients—the continuous counterpart of Thiinen’s 
rings. This easy result, based on the duality between agriculture and industry, 
illustrates again Lésch’s Midas touch. 

Discontinuous settlement. There are two reasons why population should 
be scattered like sparse polka dots: (1) It is the best compromise between 
proximity to food and proximity to industrial production. (2) It is best for 
certain aspects of agricultural production. Shelter for cattle, the farm house, 


Distance 


Fic. 3 Price FUNNEL 


the well, are not areal but punctiform, and some farm operations resemble 
those of the brewery. Hexagonal farms are best.? Farm houses will then be 
laid out on a 60-degree lattice (Figure 4). 

Market sizes. Discontinuous settlement restricts the possible market sizes. 
If I publish a rural newspaper, I do not care how far from the printer’s is 
the nearest or the remotest corner of my subscribers’ farms, because the news- 
boy has to deliver to the house.* If a circulation of 7 copies is economical each 
newspaper serves an area like Figure 5. If a circulation of 9 is indispensable, 
my sales area (Figure 6) will include the seven original customers at NV, H; 
to H, plus one-third of the six farms J, to J, of the next ring. The other two- 
thirds read rival newspapers like N,. Circulation of 714, 8, or 8% and a 
hexagon intermediate between Fizure 5 and Figure 6 is impossible, not 
because of discontinuity in the number of copies that can be produced, but 
because of discontinuity in the number of customers that can be found for 
them.* 


Now a few definitions, yielding a jackpot of results: 
n the number of equivalent customers. If a customer, like J;, is on a 
boundary, he is divided up equally by the number of suppliers on 
whose areas he verges. In Figure 6, each J-customer is divided by 3. 
The J’s then add up to 2 equivalent customers for supplier V, who 
has altogether 9 equivalent customers. 


* Lésch’s treatment here is incomplete. See page 115, note 12. 

* Or the mailbox, which is also on a 60-degree lattice of mailboxes. 

*Lésch does not notice that the tendency toward discontinuity of area sizes is helped 
from the input side. A brewery gets its barley and hops from barns at A, .. . He and not 
from all over the farm. Barley grown at A (Figure 6) goes to N2, while barley grown at 
B (which is farther than A) goes to N. 
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6 the distance between towns that produce rival products. 
a_ the distance between original settlements. 
Results: 
(1) 6 = av/n; that is, the distance between two like enterprises is pro- 
portional to the square root of the number of equivalent customers. 
(2) The size of a market area is always a*n./3/2. 
(3) The number of equivalent customers increases by jumps according 
to the law 


(3.1) m= (kV3)? + 
(3.2) n= [(k + %)V3)]? + (j + 
where j runs the integers from 0 to & first according to (3.1) and 


then according to (3.2), and where & runs the integers from 1 to 
infinity. Thus the seventeen smallest market areas have 3, 4, 7, 


Fic. 5 Market AREA n=7 
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I.—TueE Firreen SMALLEST Market SIzES 


1 3 3 7 
2 =4 4 9 
5 8 (24V3)?+ (4)*=19 
6 9 


9, 12, 13, 16, 19, 21, 25, 27, 28, 31, 36, 37, 39, and 43 equivalent 
customers. (See Table I.) 


Systems of networks. With uniformly distributed population (continuous or 
not) each industry has its characteristic size of hexagon and divides space 
with a honeycomb of such hexagons. Now if two or more honeycomb-shaped 
nets are thrown on a table at random, thread-density is neither uniform nor 
random. There are local bunchings of thread, and because of the reguiarity 
of the several nets, equally complex bunchings form logical patterns on the 
table. The same is true of the hexagons’ centers. They bunch into regular 
patterns. Now and then in a small neighborhood we find both a brewery and 
a bakery, or both a bakery and a laundry. More rarely a neighborhood con- 


Fic. 6 Market AREA WITH n = 9 EQuivALENT CUSTOMERS 
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tains all three industries. Industrial centers, in other words, emerge in spite 
of continuous and uniform population. 

Now suppose that hexagon nets randomly thrown together are no longer 
of continuously varying diameters, but come in a few assorted sizes. Bunch- 
ings and patterns of bunchings become more likely, because now the few 
assorted diameters have lowest common multiples, which was not true be- 
fore. When farm houses are laid out as in Figure 4, the tendency for in- 
dustrial concentration, low prices, high wages, and much commuting is inten- 
sified. 

Urban cogwheels. We now lay honeycomb nets of the possible sizes together 
so that they have at least one point, the metropolis, in common (Figure 7). 
We rotate the nets so as to get a cogwheel pattern of six sectors with few and 
six with many production sites (Figure 8). With this arrangement (1) the 


Fic. 7 System or NETWORKS 


greatest number of locations coincide, and a maximum of purchases can be 
made locally, (2) sums of minimum distances between industrial ocations 
are least, and consequently shipments, transport costs and highways are 
minimized, (3) a very deep price funnel around the metropolis is surrounded 
by a ring of quite deep funnels around regional centers, and in between are 
rings of rings of less deep funnels. 

These results have two very important consequences for traditional theory.° 
First, it is clear that the notion of an economic region is derivable and not 
primary. International trade theory can now explain rather than assume 
local cost differences on a homogeneous globe. Second, price funnels break up 
the landscape so completely as to make meaningless the concept of local 
price levels; no simple deductions can be made therefore about comparative 
advantage, migration of factors, or purchasing power parity. 

Interregional equilibrium. When uniform natural endowments are assumed, 


* Strangely enough, nothing in economic history or economic geography is invalidated. 
This is because Lésch’s main results have abstracted completely from historical and geo- 
graphical accidents. 
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men, goods, and places are mutually determined. Every worker carries with 
him his individual demands. Every good requires certain inputs and a 
market area of a certain size. Every location, by its prices and rents, attracts 
or repels industries and dictates to men how they will spend their incomes. 

Other things being equal, the following questions can be answered, one at a 
time, by means of marginal analysis: (1) What does a given person produce? 
(2) Who works at the production of a given good? (3)Where does a given 
person reside? (4) Who lives in a certain locality? (5)What does a given 
locality produce? (6) Where is a given good produced? That all six answers 
can be determined simultaneously is no surprise to the economist. Demands, 
freight costs, balance equations and marginal conditions are just enough to 
determine a solution. 

How is this equilibrium restored if disturbed? In the short run, prices 
change and goods are transferred. Long-run disturbances lead to change of jobs 
or migration of industries. In fact all six relations play a part according to 
their price, time and space elasticities. 

Price waves. Lésch devotes much space® to short-run disturbances and 
the transfer problem. I summarize this here only to present one last main 
idea, that of price waves. 

Suppose a foreign firm suddenly orders from Paris 1,000 marks’ worth of 
shoes instead of buying them, as it had formerly, in Berlin. In Paris, the price 
of shoes will rise; their market area will shrink but hides and nails will have 
to be bought farther afield. Workers will be attracted from other industries, 
and rents will rise. Neighboring shoe factories faced with shortage of materials 
and labor will raise the price of their shoes and bid up hides in their own 
supply areas. Paris will become the focus of inflationary price waves that 
ever expand in area, but ever diminish in intensity. This is so because the 
impact is divided among more and more establishments and other kinds of 
goods. Berlin would be the focus of deflationary waves. 

Waves diminish because they divide. Their total volume, however, re- 
mains constant, unless, sooner or later, compensatory absorptiox occurs. To 
illustrate, Luxembourg with its new income may want to buy precisely what 
Leipzig had to give up.’ This will wipe out the wave, not just divide and 
divert it. Compensatory transfer of goods may occur anywhere, in the Saar, 
on the Rhine, or in Mongolia. It does not have to take place on the Franco- 
German border. 

Lésch’s analysis uses tools of traditional economics, like maximization, pure 
competition, partial equilibrium, and simultaneous equilibrium. Conceptual 
analogies are less obvious. 

The downward sloping demand of Figure 1 is analogous to that of imperfect 
competition. Localization of production corresponds to product differentiation. 
Space is to agriculture as time is to capital theory, an essential new ingredient. 


* Pages 265-304. 

* Compensatory absorption may occur on the major arc of the great circle through Paris 
and Berlin, say with Bordeaux absorbing what Konigsberg had to give up, or it may occur 
off the great circle entirely. 
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As the Walrasian system determines relative and not absolute prices, so in 
Lésch the metropolis itself can be anywhere. The flattening of price waves is 
deceptively like the dying out of the multiplier. Compensatory transfer is 
a little like the Pigou effect. 

Ideas with no analogues in ordinary economics, like the discontinuity of 
hexagon sizes (Table I), and the rotation of hexagonal networks (Figure 8) 
I find very rare. The persistence of rent differences in spite of homogeneous 
endowments is mot due to any novel assumption. 

That familiar concepts should generate startling results more than any other 
thing attests to the genius of August Lésch. 


4 


COMMUNICATIONS 


On Underwriting Consumption and Employment 

The purpose of this note is to amplify one aspect of my earlier proposal 
for underwriting full employment in the United States'—the part having to 
do with techniques for boosting consumption when it would otherwise fall 
short of the target. It is probable that the subject of full employment will 
claim the spotlight again when and if the world situation permits major re- 
ductions in armament expenditures, and it is at least possible that a policy 
of assured full employment in this country, if we had such a policy now, would 
help to hasten that day. 

The question of feasibility depends, I have argued, on whether or not 
aggregate consumer spending is underwritten in addition to aggregate em- 
ployment as such. Without that feature, a policy of guaranteed full employ- 
ment could involve the government is so large a degree of direct responsibility 
for the creation of jobs—such as expansion of public works, and perhaps 
wholesale subsidies to, and/or control over, private production—as to com- 
promise the essentials of our private-enterprise system. Because of that risk, 
such a policy (as contrasted with contracyclical policy in a more limited 
sense) is not likely to be voted in the United States in the foreseeable future. 
That risk disappears if aggregate consumer spending, too, is underwritten and 
maintained at a proper level, one high enough to keep reliance on supplemen- 
tary public works within reasonable bounds.? The risk of an unbalanced 


*See my “The Underwriting Approach to Full Employment: A Further Explanation,” 
Rev. Econ. Stat., Aug. 1949, .“XXI, 182-92. Also my “The Underwriting of Aggregate 
Consumer Spending as a Pillar of Full-Employment Policy,” Am. Econ. Rev., Mar. 1944, 
XXXIV, 21-55; other papers collected in Full Employment and Free Enterprise (Wash- 
ington, 1947); and “Employment the Key,” Christian Science Monitor, July 23, 1949, 
mag. sec., pp. 2, 12. ‘ 

*See “The Underwriting Approach ... ,” op. cit., pp. 184-85, for my theory of the 
“correct” level of aggregate consumer spending. Briefly, (1), estimated full-employment 
GNP, minus (2), the sum of (2a) expected government purchases of goods and services, 
including all public works approved “for their own sake,” (2b) expected gross private 
domestic investment (probably, as a general rule, the anticipated cyclical-average level), 
and (2c) expected net foreign investment, equals (3) the level at which personal consump- 
tion expenditures should be underwritten. Thus one may advocate, as I personally do, 
rather generous regular appropriations for public works, but the amount included in (2a), 
and hence reflected in (3), depends on the will of Congress. A foreign-trade balance, plus 
or minus, similarly affects, and is accommodated in, (3) because it registers in (2c) and, 
where due to foreign aid, etc., in (2a). Actually my proposal calls for setting, not a single 
target figure for aggregate personal consumption, but a range between a guaranteed floor 
and a guaranteed ceiling, the leeway allowed being possibly of the order of 2 per cent. 
A summary statement on how minimum and maximum levels both of aggregate consump- 
tion and of aggregate employment would be likely to be established and administered in 
practice, i.e., the respective roles of Congress and the Executive and the requisite amend- 
ments to the Employment Act of 1946, appears in “Employment the Key,” o?. cit.; see 
also Full Employment and Free Enterprise, op. cit., pp. 163-70. 
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budget remains, but this—a corollary of the danger of oversaving itself—is 
not, as the other risk is, one that our system of private enterprise cannot 
bear. 

I have elsewhere suggested a number of alternative procedures for en- 
larging consumers’ incomes directly when personal consumption expenditures 
would otherwise—even at a full-employment level of income payments—fall 
below the underwritten level.* For some time I was inclined to stress tax 
reductions or offsets. Here I wish to bring into consideration a different 
method, involving the use of what might be called Consumer Sales Premiums 
(CSP for short). This method would provide not only additionai purchasing 
power but an actual inducement to spend. Where an income-tax rebate, for 
example, would not favor consumer spending relative to consumer saving, 
but rather would tend to raise the level of both, CSP would be distributed 
only in connection with consumer spending as such and hence would establish 
a direct incentive to spend more, both out of normal income and out of the 
premiums when cashed. Thus the target level of consumer spending would be 
reached at smaller cost to the government. 

Certain other general characteristics of the CSP method may also be briefly 
noted here. It would not noticeably reduce anyone’s incentive to work—a 
charge sometimes loosely leveled against consumer transfer payment schemes 
in general but actually valid in special cases only. It would be perfectly 
flexible as to the amount of “lift” to consumer income it could provide. And it 
would be reversible into a special sales tax,* with a minimum of difficulty or 
misunderstanding, in the event the problem shifted to one of avoiding an in- 
flationary rise of consumer spending above its guaranteed ceiling. 

CSP would take the form of small coupons or stamps, in convenient denomi- 
nations, which would be used as follows: (1) The Treasury would distribute 
them to banks and designated post offices throughout the country. (2) Banks 
and post offices would pass them along, when authorized by the responsible 
agency in Washington, to “retailers’”—stores, service establishments, inde- 
pendent professional practitioners such as doctors—in ratio to their certified 


*See “The Underwriting Approach .. . ,” op. cit., pp. 187-88. It is important to note 
that such measures—indeed, all compensatory measures under this plan, whether they be 
(a) such measures, taken in relation to current rates of consumer spending, to expand or 
contract consumer income directly, or (b) measures, taken in relation to current levels of 
employment, to expand or contract public works (and, incidentally, hold income pay- 
ments at the full-employment level)—are viewed as supplementing and in no sense sub- 
stituting for basic or long-run policies, a primary function of which is to make compensa- 
tory measures less necessary. The more that basic fiscal and other measures (high wages, 
a tax system that is progressive but encourages risk-taking, prevention of abuses of mon- 
opoly power, etc.) can do to strengthen production incentives and broaden the distribution 
of purchasing power, the better. 

“I am opposed to giving sales taxes, with their regressive character, any disproportion- 
ate emphasis in our tax system. However, if a special sales tax were linked with CSP in a 
two-way compensatory mechanism of the type here considered, the usual objection need 
hardly apply. The effect would be as progressive during periods when it was necessary to 
boost purchasing power as it would be regressive when necessary to hold purchasing 
power down; or more so, assuming sales tax exemptions for necessities. 
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current volume of consumer business.® (3) During periods declared to be 
“pay out” periods, retailers would give them to individual consumers as 
premiums on their purchases (value of purchase, times authorized percentage, 
figured to the nearest penny). (4) The individual consumer would redeem 
his CSP for cash at his bank or post office before the expiration date marked 
on the stamp’s face. (5) Banks and the U.S. Post Office Department would 
return the CSP in bulk lots to the Treasury and would receive face value plus 
suitable compensation for their services as agents. 

The administrative problems connected with such a scheme do not appear 
unduly formidable. The burden on retailers would be roughly like that of a 
sales tax—slightly more for bills mailed, since these upon payment would 
require a return receipt transmitting CSP. While there might be a number o: 
CSP agents in a community, each retailer would normally have to choose one 
source of supply, and all lists of applicants would be cross-checked to prevent 
duplication. Each consumer would likewise normally deal with a single bank 
or post office selected by him. As a convenience and further precaution he 
probably would have a blank book issued to him, identified as his, to the 
pages of which his CSP would have to be affixed to be eligible for redemption 
in cash. 

A numerical example will illustrate the effect on the economy as a whole. 
Assume aggregate consumer spending in year X underwritten at $300 billion, 
with the top limit set at $306 billion. Ignoring here the seasonal factor in 
sales, at least $75 billion should then be spent each quarter, or $25 billion 
each month. Assume that, after six weeks, the preliminary forescast for the 
first quarter showed only $72 billion. The responsible agency might then 
authorize CSP to be issued on all retail sales at a 10 per cent rate during 
months 3, 4 and 5. If monthly rates of consumer spending rose from $24 
billion in months 1 and 2 to $27.3 billion in months 3, 4 and 5 (let us sup- 
pose that the inducement of obtaining CSP raised “ordinary” spending to $25 
billion; add $2.5 billion CSP converted to cash less $200 million of extra 
saving from this extra cash), this would bring the five-month total to $129.9 
billion, as against a target minimum of $125 billion, and the responsible agency 
might order termination of CSP payments at that point. The premiums might 
have to be issued again, at the same or a different percentage rate, later in the 
year. Or, if conditions changed markedly and total consumer spending for 
the year threatened to exceed the $306 billion limit, the responsible agency 
would bring into play the special sales tax or other agreed device for curb- 
ing a spending excess. 

Joun H. G. Prerson* 


"Purchases for business account wou'd sometimes masquerade as consumer purchases. 
However, “leakage” in either a real or a statistical sense (in reduced leverage value for 
the economy, or in excess of transactions included for CSP over transactions included in 
the personal consumption expenditures aggregate) should prove relatively minor. 

* The author is Director of Research and Planning, United Nations Economic Commis- 
sion for Asia and the Far East, Bangkok. 
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The Economics of Scrabble 

This study investigates the applicability of certain general economic prin- 
ciples to SCRABBLE, a game assumed to be too well known to require description. 
The study is not an exercise in the theory of games; it is diametrically opposite 
to it. The theory of games takes its cue from the rather distressing proposi- 
tion that the road to a proper theory of economic behavior passes through the 
study of the simplest of games, such as “Matching Pennies.” The present 
paper radiates the much more self-satisfying philosophy that games, even such 
sophisticated games as SCRABBLE, can learn a lot from existing economics.* 

In its relation to its subject, the study may well be compared to the eco- 
nomics of the firm. Mastery of this branch of economics is obviously not in- 
dispensable to satisfactory business management. But it helps the economist 
to understand what successful managers do; and it also helps managers to 
understand what they have usually been trying to do all along, and to do it 
better. Very much the same holds for the economics of SCRABBLE. Its mastery 
is not a substitute for the memorization? of Webster’s Unabridged; but it 
helps.* 

While some of the expositional devices used are borrowed from mathe- 
matics, the study is essentially economic in nature. Economics provides the 
analytical, as distinguished from the expositional, tools. 


1. The Proper Thing to Maximize 


One of the achievements of economics is to select the proper thing to maxi- 
mize in each situation. As Samuelson has put it: “The study of maximizing 
behavior affords a unified approach to wide areas of current and historical 
economic thought.”* Some businessmen might be inclined to maximize turn- 
over; but clearly the wise thing is to maximize profit (or even better profit 
over time, suitably discounted). Some people might aim for maximum in- 
come; they should realize that what they really want is the optimum balance 
between income and leisure. While others might be satisfied to maximize 
some gross concept, the economist is always on the lookout for the costs and 
hence for the proper net concept to maximize. 

In Scrasste, there is a clear gross target: to get as many points as possible. 
That is the objective which the inexperienced player tries to achieve in each 
move. Is there a cost? 


2. Alternative Use 


Economics points the way directly to what the “cost” element must be: 
alternative use. When a letter is used to make one particular word there is a 
sacrifice of the score that might have been obtained with the same letter in 


* As in almost any use of tools in a new field, some refinement of the tools is found as 
a byproduct. See footnote 6. 
* Webster's New International Dictionary, 2nd ed., unabridged, p. 1534. 


*There is also a (relatively minor) strategy element in ScraBste, with which this 
paper does not deal. 


*P. A. Samuelson, Foundations of Economic Analysis (Cambridge, 1947), p. 23. 
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another word. This is the key to the calculation of economic costs, which 
involves three steps. 

Step 1. According to the information provided by the manufacturer, the 
total score of the game may be from 500 to 700 or more, or say, on the 
average, about 600, This is about three times the aggregate face value of all 
letters—-187 for 100 letters, whose individual face values run from 1 
(A, E, I, O, U, L, N, R, S, T) to 10 (Q and Z). This ratio, 3, we call the 
multiplier (M). A somewhat higher multiplier would be indicated for superior 
players. 

Step 2. Ultimate value in the economic sense should be based on relative 
scarcity. We observe that the frequency of the letters in the game—from 12 
E’s to one each for J, K, Q, X, and Z, appears to be approximately in pro- 
portion to their frequency in the universe of the dictionary. It follows that 
their marginal usability to make words should be about the same, and hence 
their marginal utility, in terms of score value, should be proportional to their 
face value. 

Step 3. Since (a) the total score value of all letters equals the multiplier 
times their aggregate face value and (b) their individual score values are pro- 
portional to their individual face values, it follows that the economic cost of 
an individual letter is found as the multiplier times the face value of that 
letter. With a multiplier of 3, for instance, a letter with a face value of 4, like 
H, must be reckoned as costing 12 if used in a particular score. 


3. Special Accounting Prices 


While decentralized cost calculations based on market prices may be as- 
sumed to perform tolerably well as an allocative device for most purposes, it is 
recognized in economics that sometimes prices other than those prevailing 
in the market, “accounting prices,” have to be used to obtain a proper social 
optimum.’ This principle has an important corollary in ScraBsie. In the 
following instances there is ground for the use of special accounting prices, 
instead of face values, in computing costs. (a) To some extent the frequency 
of ScrABBLE letters may deviate from that in the real world, due for instance 
to indivisibilities (one feels that half a Q would be ample, and economists 
would like to have a chance to show off their training if they could once in 
a while get 2 K’s to make “kinked”). (b) There are also letters that are 
particularly useful, like the S for making plurals. (c) There is, lastly, the 
particular skill of the player. To a player who has just memorized all the 
Z-words of the dictionary a Z has obviously a higher opportunity value than 
to one less erudite, and this should be reflected in his individual cost calcula- 
tions regarding the use of the Z.* 


*J. Tinbergen, “The Relevance of Theoretical Criteria in the Selection of Investment 
Plans,” Conference on Investment Criteria for Economic Growth, mimeo. (Cambridge, 
1954). Also for a particular application to the exchange rate: H. B. Chenery, “The Ap- 
plication of Investment Criteria,” Quart. Jour. Econ., Feb. 1953, LXVII, p. 76-96. 

* This points to a necessary elaboration of Schumpeter’s theory of the entrepreneur. His 
19th century entrepreneur was apparently satisfied to pursue any reasonably handsome 
profit by introducing some new combination while buying factors of production on the 
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4. Replacement Letters 


The analysis of cost has proceeded so far on the assumption that a letter 
used has to be calculated fully as a cost item. But, under the Rules, each letter 
used is replaced by another one. Since each replacement letter is drawn face 
down, its value cannot be known: the theory has to be based on its probable 
value being the average value of all letters,’ i.e. 187 -- 100 or, after rounding, 
2. Allowing for replacement we find that a letter used has a met cost of multi- 
plier X (face value* — 2). 

By an involved process of reasoning it can be shown that no allowance is 
necessary for the fact that by drawing, say, x letters from those still remain- 
ing, a player reduces the number of letters that he will be able to draw in the 
future. At first sight it would seem that he does reduce his uJtimate supply of 


letters by a number which might be approximated as =, n being the number 


of players. This would set him back in score by = 2 being the rounded 


estimated probability value of each letter foregone. But further consideration 
leads to the conclusion that not only this player, but every player, will lose 


= letters as a result; and assuming, as a first approximation, that all play 


equally well, i.e., that they operate with the same M, each will lose u“ 
in score. If then our player’s objective is to win, rather than to amass the 
largest absolute number of points, any adjustment that applies equally to all 
players may be disregarded. We should note, in passing, the important 
finding that, since m will not appear in our formula, the economically best 
way of playing ScrABBLE is independent of the number of players. 


5. The Formula 
Summarizing the above we find that a player should maximize at each 
move his profit P, computed as follows: 
P=S—M —2), (1) 
i=1 


basis of their cost (= opportunity value when used in the circular flow). But the man 
who has a variety of tempting entrepreneurial possibilities among which his staff must 
choose must obviously calculate as part of the cost of any one of them the profit to be made 
in a “normal” entrepreneurial exercise. As Mr. Wolfson (to quote a 20th century entre- 
preneur rather than an economist) stated to Life about his only business mistake, making 
several hundred thousand dollars in movies: “But we took a couple years to do it and 
that’s tying up too much time and capital for that size result.” (Life, Nov. 22, 1954, p. 
179). 

* Making no adjustment for any possible difference from the average of the letters that 
have already been drawn earlier in the game. 


* Adjusted face value where appropriate. 
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where: S_ is the score to be made in the move 
M is the multiplier (about 3), and 
v;’ is the (adjusted) face value of any letter i (i = 1, 2,... 2) used. 


6. Practical Application 


A. Choice between alternative simultaneous possibilities. Formula (1) is 
easily applied in practice to decide which of various alternative possibilities 
yields the highest P. It takes little time or skill to subtract 2 from the face 
value of each letter to be used, to add up the results and to multiply by 3. 

Since our formula, through use of the cost principle, allows for the value of 
future use, it also indicates whether, where there is any choice, an additional 
letter should be used, or whether it is more profitable to save it for later. For 
this purpose, however, the formula can be considerably simplified. 

B. Intertemporal allocation. For this purpose we transform the formula 
into an expression for the marginal profit attributable to the use of an indi- 
vidual letter (P’), as follows:® 


P’ = kv — 3(v — 2) (2) 


where & = 1, 2, 3, depending on whether the score made with the letter is 
single, double or triple. This reduces to: 


k=1 
k=2 (3) 


P’=6 k=2 


From this follow a number of rules: 

Rule I. Letters with face values of 1 and 2 should, and letters with face 
value of 3 may, be used whenever there is an opportunity. Even when they 
score singly, they will yield a nonnegative profit. 

Rule Il. Letters with face values of 4 and 5 should not be used unless they 
score at least double—(but do not wait for triples! ) 

Rule III. Letters with face values of 8 and 10 should be kept for triple 
scores, but with two very important qualifications: (a) Only a small discount 
for their adjusted value (v’) below v is necessary to justify, i.e., to compel, 
use of these letters if only a double score is the best that can be made.” 
(b) No allowance has been made so far for the fact that the game is in practice 
played with a finite number of letters, and that a penalty attaches to remain- 
ing stuck with a letter at the end of the game. For these high-value letters 
with limited usefulness a correction for this is needed (for other letters its 


* Assuming v = v’ ie., face value equals accounting value. 
” The required discount is derived from (2), taking k = 2 and stipulating P > 0: 
2v—3v'+6>0 
v <2/3v0+2 
For v= 8, v’ < 7.33 
v = 10, v' < 8.67 
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effect would be negligible). It consists in subtracting from the cost of using 
the letter now an estimate of the probable loss at the end of the game due to 
the impossibility to use the letter in the future. The amount involved is 
q” - v, where q is the probability that one cannot use that letter in one move, 
and m the estimated number of moves the player expects to have ahead of 
him. If, for instance one can use a Z (v = 10) only once every five moves 
(qz = .8) and one expects to have only four more moves left, the correction 
would be .8* X 10 = 4.1. This would make P’ just positive for k = 2. 

These Rules are by no means self-evident. Thus Rule II is violated in one 
of the few examples which the manufacturer provides with each set. In this 
example an F (v = 4) is used, without necessity, to yield only a single 
marginal score. 

Despite the theoretical complications involved in the derivation of these 
Rules, it will be found that they can easily be followed in practice, even by 


beginners. 
J. J. Porax 


Dollar Pooling in the Sterling Area: Comment 


In a recent article, “Dollar Pooling in the Sterling Area,”* Kenneth M. 
Wright has made an excellent contribution to the understanding of one 
important aspect of the sterling area. There are several comments, however, 
that might usefully be made. 

Wright states that “one major qualification” is necessary to the tables he 
presents on the sterling countries’ yearly positions with respect to the dollar 
pool. This qualification is that because of the intrasterling-area transactions 
in “dollar-saving exports” the country figures, even if perfect,? would not 
show the “true contribution” which each country has made to the problem of 
the entire sterling area’s dollar shortage.* 

I think that there is a more important qualification that needs to be made. 
The contribution a sterling-area country is making towards the solution of 
the entire sterling area’s dollar shortage must be measured not only by its 
bilateral position vis-4-vis the dollar area but by its global balance of pay- 
ments. This latter provides a measure of the degree to which the country 
makes necessary a drain on the external resources of the area or contributes 
to building up the external resources of the area. Note, for example, that in 


* Am. Econ. Rev., Sept. 1954, XLIV, 557-76. 

* Wright mentions that the dollar accounts of the sterling-area countries other than 
the United Kingdom are underestimated when these countries do not take account of 
dollar goods received through intermediaries in the United Kingdom. The share of the 
United Kingdom is also exaggerated because: (a) The dollar cost and proceeds of goods 
that undergo processing in the United Kingdom and that enter into intrasterling-area 
trade are allocated to the United Kingdom in the U.K. balance of payments accounts; 
(b) The whole of the British oil companies’ production expenditure in dollars is allo- 
cated to the United Kingdom in the British accounts though much of the output is 
consumed in the rest of the sterling area; (c) Dollar investment in the rest of the sterling 
area by American companies often appears in the balance-of-payments statements of 
those countries (e.g., Southern Rhodesia) as the receipt of sterling. 


* Wright, op. cit., p. 573. 
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Wright’s Table I, the biggest single drain on the central reserves over the 
period 1946-52 was “Transactions with nondollar areas on whole sterling- 
area account.” These were gold and dollar payments made necessary by the 
position of the whole sterling area vis-d-vis a particular country or area 
which converted into dollars or gold only a part of its sterling receipts, e.g., 
the European Payments Union. During this period such gold and dollar pay- 
ments were made at one time or another to most of the nondollar nonsterling 
world. 

The January 1954 Commonwealth Finance Ministers’ conference empha- 
sized in its final communiqué that while the sterling-area countries should 
maintain their efforts to achieve a dollar surplus directly, it was just as impor- 
tant to earn a substantial surplus in other nonsterling currencies.* 

With the expansion of the transferable sterling account system to almost 
the whole of the nondollar nonsterling world in March 1954 there can be 
seen even more clearly the important influence the nondollar part of the 
sterling-area countries’ balances of payments exerts on the dollar position of 
the sterling area. If the sterling-area countries make available too much sterl- 
ing to the rest of the world, the central dollar reserves are sure to suffer. 
Transferable sterling becomes cheap in New York and commodity shunting 
begins: 

. .. a Sterling commodity is sold by a Continental merchant to the United 

States. He wins the business on competition with a British merchant be- 

cause he uses a cheaper type of sterling and can therefore offer a lower 

price. The dollars he gains are lost to the sterling area; they are recon- 
verted into sterling in the transferable market.® 


Also, 


.. . there is no difficulty about the import into this country [the United 
Kingdom] of many dollar commodities which are then reexported to the 
continent against payment in sterling.* 


The sterling part of the balance-of-payments accounts of a sterling-area 
country is also important. An obvious example: if India has a balance with 
the nonsterling world but a deficit with the United Kingdom financed by 
drawing down its sterling balances, it will absorb British products which 
might have been sold for dollars. 

I think that the fcregoing should be sufficient to make the point that in 
assessing the contribution made by a sterling-area country to the dollar posi- 
tion of the whole area, it is necessary to consider not only its dollar accounts 
but its global balance of payments. 

On the other hand, I do not feel that the principle cited by Wright (p. 573) 
that ‘‘exports to sterling countries which save dollars for the common reserves 


*The need for improving the global balance of payments has been repeatedly empha- 
sized by the Commonwealth Finance Ministers’ conferences. The December 1952 confer- 
ence, for example, stated: “An adequate and stable external balance must be a first 
objective for all Governments.” 

*“Shunting Backwards,” The Economist, Feb. 12, 1955, CLX XIV, 557-8. 


* Loc. cit. 
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are as valuable as exports which earn dollars” has much meaning in this type 
of analysis.’ It is perfectly true that on a few occasions countries in the ster- 
ling area have tended to advance this as a kind of justification of their posi- 
tion when they were showing heavy dollar deficits. The virtue of this “princi- 
ple”—and its fundamental defect—is that almost everything can be plausibly 
cited as being a dollar-saving export. When Australia provides wheat to 
England and England provides machinery to Australia both can feel a glow 
of satisfaction for thus saving dollars for the common reserves and at the 
same time continue to be net drawers of dollars from the dollar pool. 

The dollar accounts of a sterling-area country and its net position vis-a-vis 
the dollar pool can be more or less ascertained. Similarly its global balance 
of payments can be ascertained and these two together provide a basis for a 
judgment of the contribution that each member is making to the solution 
of the area’s dollar problem. And, of course, as the world currencies became 
more and more convertible de facto the latter element becomes more and more 
important. There is no need for airy attempt to assess the purely hypothetical 
dollar-saving elements in intrasterling-area trade. 

On the whole, although Wright’s discussion of the position of the outer 
sterling-area countries is good, a few slips have occurred in treating the posi- 
tion of the Colonial territories.* 

A fairly serious error occurs in two places: on page 569, he says, the dollar 
contribution of the colonies “. . . is slightly more than the rise in sterling 
balances held by the colonies since 1946, and in effect, represents a rather 
curious capital movement from the colonies to the United Kingdom in the 
form of dollar exchange.” On page 574, he says, “Lacking autonomy in their 
own dollar-import policies,® they [the colonies] have contributed almost $2 
billion to the pool in 1946-52 and have accumulated sterling balances of 
roughly equal size during the same period. The colonies have thus been 
exporting capital to the United Kingdom in the form of dollar exchange.” 
This point is a good example of a non sequitur. The fact that colonial sterling 
balances have increased does not necessarily mean that the colonies as a bloc 
have been exporters of this amount of capital to the United Kingdom (though 
several of the colonies have exported capital to the United Kingdom during 
this period). It could even mean that the United Kingdom has made more 
capital available to the colonies as a whole than the colonies could absorb.”° 


™One possible exception—and it would apply to only a few cases—would be where 
a sterling-area country in choosing between two new investments, each yielding the same 
return, would choose the one that would produce a replacement for dollar goods. 

*For example, he says on page 561, “Colonial dollar earnings are surrendered to the 
local exchange controls and transferred to the Bank of Engiand or its authorized dealers.” 
The typical case, in fact, is rather that of a colony whose foreign trade is handled by banks 
with head offices in London or by trading or producing companies with headquarters in 
London. The dollars earned by exports to the dollar area never see the colony but stay 
in London. The local producers get the money they want—local currency or sterling 
balances. 

*It is not correct to say that the colonies lack autonomy in their own dollar import 
policies. It would be more accurate to say that the colonies are more amenable to 
persuasion on this than are the fully independent members of the Commonwealth. 


“Cf, movement in European gold and dollar reserves during Marshall Plan period. 
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To illustrate my point by a particularly fortunate example: in 1953, the 
colonies, excluding Hong Kong, had a deficit on current account of £15 
million,’ yet colonial sterling balances, excluding Hong Kong, went up by 
£57 million. 

There are some corrections in Table III on page 571 that Wolfgang Weigel 
has called to my attention: Table III shows a gold and dollar contribution to 
the central reserves by Australia in 1950 of $24 million. It should be $54 
million. The difference is equal to the amount of gold sales to the United 
Kingdom which were probably not taken into account. Pakistan’s drawings 
are shown as $11 million too high in 1951, and too low in 1952. This is 
probably because the $11 million gold purchase was ascribed to 1951 while it 
actually occurred in 1952. The same is true of the gold purchase of $11 mil- 
lion by Ceylon. It occurred in 1951 rather than 1950. In 1952, the figure for 
Southern Rhodesia is $15 million too low, perhaps by reason of the omission 
of gold sales of this amount to the United Kingdom. Footnote ii of the table 
states that statistics were not available for several countries, among these 
Iceland and Iraq: regional balance-of-payments data are available for Ice- 
land in the Balance of Payments Yearbook of the International Monetary 
Fund. Published figures are also available for Iraq for the years 1951 and 1952 
in the Quarterly Bulletin of the National Bank of Iraq, Nos. 3 and 7. 

A. M. 


"Colonial Office, The Colonial Territories 1953-54, Cmd. 9169 (London, 1954), p. 53. 


* The author is economic adviser, Department of Operations for Europe, Africa, Aus- 
tralasia, International Bank for Reconstruction and Development, Washington, D.C. 


Dollar Pooling in the Sterling Area: Comment 


K. M. Wright’s article, “Dollar Pooling in the Sterling Area” in the Sep- 
tember 1954 number of this Review is a useful and interesting account of 
the policy declarations and statistical results of the “dollar pool” which has 
been functioning in the sterling area. However, his interpretation of the posi- 
tion of the British colonies in the pool’s operations is apt to be misleading 
because it ignores certain important conditions that underlie the financial 
results tabulated in the Balance of Payments White Paper. I refer in particu- 
lar to his statement, “United Kingdom colonies were of great importance in 
bolstering the dollar reserves between 1946 and 1952. Their contribution is 
slightly more than the rise in sterling balances held by the colonies since 
1946, and in effect, represents a rather curious capital movement from the 
colonies to the United Kingdom in the form of dollar exchange” (p. 569), 
which is later amplified, “For the colonies, however, dollar pooling has had 
serious drawbacks. Lacking autonomy in their own dollar import policies, 
they have contributed almost $2 billion to the pool in 1946-52 and have 
accumulated sterling balances of roughly equal size during the same period. 
The colonies have thus been exporting capital to the United Kingdom in the 
form of dollar exchange” (p. 574). 

As Mr. Wright also states, however, not all the colonies have been net con- 
tributors to the dollar pool. Some have run substantial deficits, and many 
have not had significant balances either way. Clearly, therefore, they have 
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not all suffered hardship of the same kind or for the same cause. Nor has 
their lack of autonomy had a uniform effect upon their dollar expenditures. 
This lack of “complete autonomy” in foreign exchange policy is a logical 
consequence of the colonies’ general monetary relationship to London, and in 
comparing their position to that of the “independent members of the sterling 
area” it should be remembered that the colonies are in practice overseas parts 
of the United Kingdom monetary system, and have no responsibility for 
maintaining foreign exchange reserves or taking any other measures that 
would affect the value of their own currencies. Moreover, they did not have 
rationing and tax controls on consumption in the postwar period to the same 
extent the United Kingdom did, and hence import licensing was practically 
the only method of controlling the demands (reflecting war-inflated incomes) 
for goods and currencies of which there was a global scarcity. The colonies 
have been notable beneficiaries of the postwar rise in raw material prices, and 
this has played an important part in increasing the level of international 
monetary reserves which it has been necessary for London as the banker for 
the sterling area to hold. 

But while the colonies had to pursue the same fundamental policy of 
exchange control as the United Kingdom, every colony had its own govern- 
ment department for administering its import and currency regulations with 
some discretion as to the actual goods that were admitted or excluded. And 
these separate administrative methods led to a wide variation in local control 
practices. Underlying the major differences in dollar expenditure were of 
course the differing needs between colonies for essential imports. The West 
Indies, for instances, had to have flour from Canada, and Jamaica built 
tourist hotels with United States materials, but in the West African territories 
such imports were not of the same urgency. There may be room for doubt as 
to whether the operatic as of the local controllers had ideal results in every 
colony, but their existeuce did mean that the total dollar expenditure of each 
colony as well as the particular goods imported depended in some degree upon 
the case the local authorities presented to London and the decisions they 
made in issuing permits to applicants. 

The central error in Wright’s argument, however, is his insistence that the 
automatic consequence of contributions to the dollar pool was a correspond- 
ing export of capital by the colonies to the United Kingdom. For evidence of 
this relationship he seems to rely on the statistics of rising colonial “sterling 
balances” since 1946, although it is easy to find a superficial defect in this 
reasoning in the fact that colonies with dollar deficits as well as those with 
dollar surpluses have been increasing their sterling balances. In reality the 
two processes of regulating dollar expenditures and acquiring London assets 
are quite distinct. The colonial recipients of dollar exchange pay it into their 
bank and receive an equivalent amount of sterling which they are free to 
spend for any purpose except prohibited imports. The fate of the dollars con- 
tributed to the pool is quite independent of the use ultimately made of their 
sterling equivalent. And independent also of contributions to or drawings 
from the pool is the accumulation of the government and banking assets 
known as sterling balances. These are chiefly the consequence of colonial 


COMMUNICATIONS 657 


government methods of finance which involve holding liquid and invested 
funds in London, and they are related to the system of internal taxation, not 
to foreign exchange control. They derive from taxes raised in each colony, 
from deposits in savings and commercial banks, and from such special items 
as the reserve funds of the postwar Commodity Marketing Boards. These 
colonial sterling balances have nothing in common with the similarly classi- 
fied wartime accumulations of some other parts of the sterling area, and their 
increase is a reflection of general economic conditions since the war. Colonial 
residents who receive sterling in exchange for dollars are free to invest it in 
other parts of the sterling area, and most of this investment goes through 
London, but the assets of private investors are not shown in the official sta- 
tistics of sterling balances to which Wright refers. That is to say, these sta- 
tistics do not include the whole of the capital movement from the colonies to 
London. They do, however, aim at showing total dollar transactions. That 
the ex post record on this basis should make the colonies appear to be 
deprived of dollars—and capital—to exactly the same extent that they ac- 
quired sterling balances seems to be one of those results that Hollywood calls 
entirely coincidental. 

If we want to attribute monetary implications to the statistics of colonial 
trade it is important to remember that the recorded import-export figures for 
each colony do not show with exactitude either the currency receipts available 
to people in the colony or the total claims on dollar sources represented by its 
imports. This discrepancy arises for two reasons. One is that a part of the 
proceeds of certain exports, e.g., rubber, tin, copper, lead and zinc, tea, sugar, 
etc., go to company funds and investors in the United Kingdom where the 
producing concerns are owned and controlled, and hence the total value of 
exports is not distributed to people in the colonies for spending on goods from 
any source. The colonies showing a significant dollar surplus are those where 
there is a substantial United Kingdom investment in export production. The 
other reason is that the imports of most colonies include a high proportion of 
manufactured goods from the United Kingdom which incorporate part of the 
United Kingdom’s own dollar imports of raw materials and components, par- 
ticularly cotton, wheat, tobacco, paper and chemicals. And in this connection 
it must be recalled that consumption in general was not so restricted in the 
colonies in the postwar period as it was in England, and people in the former 
could buy all they could afford from sterling sources, even when people in 
the United Kingdom could not. 

In claiming further (p. 574) that “broadly speaking, the United Kingdom 
has been able to maintain its capital exports to the independent sterling 
countries only by passing on to them much of the dollar aid received during 
the early postwar years, and by importing capital from the colonial sterling 
area in more recent years,” Wright seems to ignore the steady flow of both 
private and public capital to the colonies since the war. Investment in many 
large-scale industries has been increased. For instance, in oil, bauxite, copper 
and base metals, gold, diamonds, sugar and sisal, and also in light and power 
installations, in harbors, docks, roads and railways, and a variety of minor 
industries. Several colonial governments have raised loans in London, and 
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some municipal issues have been floated there for the first time. In addition 
to these market transactions there have been two special organizations, the 
Overseas Food Corporation and the Colonial Development Corporation, 
established for making investments with Treasury funds, and the colonies 
have made regular drawings from the development and welfare funds voted 
by Parliament. Also, there are always emergencies and disasters, such as 
floods, famines and hurricanes, for which ex gratia payments are made by 
the United Kingdom. Detailed information on these matters is given in the 
Secretary of State’s annual report to Parliament on the Colonial Territories. 

In the postwar decade a vigorous policy of economic development has been 
pursued in most parts of the Commonwealth, and dollar drawings from the 
pool have in large part been determined by the import requirements of this 
policy. For various reasons, not all monetary, the colonies have obtained 
most of their capital imports from the United Kingdom, but this fact alone 
is not evidence that their development plans and projects have been handi- 
capped by lack of dollars. It is an error of still wider implications to think 
that the United Kingdom depends for maintaining its international economic 
position upon the capital it arbitrarily “imports” from the colonies. This is 
to misrepresent not only the monetary position of the colonies but also the 
whole problem of sterling. 

Ipa GREAVES* 


*The author has recently made studies of colonial monetary conditions and colonial 
capital formation for the Colonial Economic Research Committee, London, England. 


Reply 

Although the points raised in the comments of Miss Greaves and Mr. 
Kamarck are interrelated, I will discuss separately each of the major ques- 
tions raised by them. 

1. Miss Greaves asserts that colonial sterling balances “derive from taxes 
raised in each colony, from deposits in savings and commercial banks, and 
from such special items as the reserve funds of the postwar Commodity 
Marketing Boards.” Although sterling assets held by colonies may be classi- 
fied in terms of ownership in this manner, this approach obscures the fact 
that sterling balances rise or fall primarily as a result of the balance of pay- 
ments of the colonies. Whether net export proceeds are deposited in savings 
and commercial banks, or taxed by colonial governments, or kept as reserves 
by the marketing boards and price assistance funds does not matter in this 
context—colonial balances nevertheless arise largely from external trans- 
actions. 

2. Sterling balances owned by the colonies are the financial counter- 
part of the real resources to which the colonies have a claim, but have released 
to others; instead of using these resources at home, the colonies have allowed 
others to use them. In this sense, the colonies are net exporters of capital 
when there is a rise in colonial sterling balances. When the colonies have a 
dollar surplus and contribute such dollars (as well as gold) to the dollar pool, 
the transaction may be considered as a release of claims over dollar goods and 
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therefore an export of capital in the form of dollar exchange; in exchange 
for dollar claims, sterling balances are increased. At the same time, of course, 
the colonies may be incurring deficits with nondollar countries and drawing 
down sterling balances by reason of such deficits, representing an import of 
capital in the sense outlined above. Taking both dollar and nondollar trans- 
actions together, the colonies could be either net exporters or net importers 
of capital vis-a-vis the rest of the world (and therefore increasing or decreas- 
ing sterling balances), depending upon the size and direction of the two types 
of transactions. 

The only available statistics that use consistent definitions and coverage 
for the external colonial transactions are those for transactions with the 
dollar area (on current and capital account) and for the changes in colonial 
sterling balances, shown in Table I. These data reveal a parallel movement in 


TABLE EXTERNAL TRANSACTIONS 


(in millions of pounds) 
Transactions with the Change in Colonial 
Dollar Area Sterling Balances 
1950 +156 +172 
1951 +174 +195 
1952 +139 +104 
1953 +101 + 68 
1954 +108 +124 
1950-54 +678 +663 


* Includes Northern Rhodesia, which is subsequently excluded from the balance-of-pay- 
ments definition of “United Kingdom colonies.” 

Source: Cmd. 8976, United Kingdom Balance of Payments, 1946 to 1953 (London: HMSO, 
1953); Cmd. 9430, United Kingdom Balance of Payments, 1946 to 1954, No. 2 (London: HMSO, 
1955). 


the rise in colonial sterling balances and the colonial contributions to the 
dollar pool resulting from current and capital transactions with the dollar 
area (including gold sales to the United Kingdom). What is missing in these 
accounts is (a) colonial current accounts with the nondollar world, and (b) 
colonial capital accounts with the nondollar world. Data which are not fully 
consistent with those of the table indicate that the colonies incurred rather 
sizable current-account deficits with other sterling-area countries; these 
deficits were probably offset in part by an inflow of financial capital from 
nondollar countries (mainly the United Kingdom). It would appear that 
nondollar colonial transactions on current and capital account largely washed 
each other out; consequently, the dollar contributions of the colonies may be 
* Data on the colonia! current accounts since 1950 are available in the Colonial Office 
reports on The Colonial Territories, published yearly, but comparison with data on 
colonial dollar transactions is prevented by differences in coverage. For example, Hong 
Kong is excluded from colonial current account statistics, while the Rhodesias are ex- 
cluded from the definition of “United Kingdom colonies” in the United Kingdom balance- 
of-payments statistics on colonial dollar transactions and colonial sterling balances. 
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considered as primarily responsible for the increases in sterling balances 
over this period. The only other candidate for this role, suggested by 
Kamarck, is the flow of unabsorbed financial capital to the colonies from 
the nondollar world, but fragmentary data indicate that this factor is only 
a runner-up far behind in the competition. Although the changes in sterling 
balances and the transactions with the dollar pool obviously do not match 
up year by year and colony by colony, since a host of other factors comes 
into play, I still submit that it is valid to view the colonial dollar contribu- 
tions both as exports of capital in the form of dollar exchange, and as a 
strategic factor in the postwar rise in colonial sterling balances. 

3. Regarding the degree of autonomy over import policies which the 
colonies possess, Miss Greaves declares that every colony had “some discre- 
tion as to the actual goods that were admitted or excluded,” and that “the 
total dollar expenditures of each colony as well as the particular goods im- 
ported depended in some degree upon the case the local authorities presented 
to London. . . .” But this description does not tell us how far such autonomy 
went in practice. Available statistics reveal that colonial dollar imports did 
not in fact keep pace with those of other members of the sterling pool dur- 
ing the greater part of the postwar period, as may be seen from Table II. 


Tasie AreEA Imports 


Millions of U.S. Dollars 1948 Value = 100 
Oth Oth 
United | UK. | Sterting || United | UK. | Sterling 
Kingdom Colonies Area* Kingdom Colonies Area® 
1948 1,634 310 875 100 100 100 
1949 1, 606 220 805 98 71 92 
1950 1,206 135 590 74 44 67 
1951 2,055 215 1,100 126 69 126 
1952 1,668 195 1,165 102 63 133 


* Excluding South Africa, which did not coordinate its dollar import policies with the rest 
of the sterling area. 

Source: Cmd. 8976, United Kingdom Balance of Payments, 1946 to 1953 (London: HMSO, 
1953). The 1948 base is appropriate because sterling area dollar import restrictions had been 
universally tightened following the 1947 convertibility crisis. 


4. As to whether the international position of sterling has been misrepre- 
sented by an emphasis on rising colonial sterling balances, I can only suggest 
that the reader imagine the position of sterling should the colonies begin 
drawing down balances at the rate they have been built up, and also become 
drawers on the dollar pool to the extent that they have been contributors in 
the past. Several other points raised by Miss Greaves do not seem to relate 
to my article, and although I disagree in part, I feel that no reply to them is 
called for. 

5. I can agree with Kamarck that in a regime of convertible currencies the 
global balance of payments of a sterling country is an important criterion in 
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measuring a country’s contribution to the external position of the entire 
sterling area. However, in the lopsided world of inconvertibility, the payments 
position vis-4-vis certain currency areas cannot be ignored, and a somewhat 
lopsided treatment of the problem becomes highly relevant. Kamarck points 
to the drain on central reserves arising from transactions with European 
Payments Union countries requiring partial payment in gold or dollars. But 
the distinction between dollar transactions and EPU transactions is one of 
degree not of kind from tke sterling-area viewpoint. Deficits with the dollar 
area produced a roughly equivalent drain on the central reserves, while 
deficits with EPU countries led to partial drains on reserves, depending upon 
the quota position of the sterling area in the EPU at any given time. My 
article was devoted to the measurable aspects of contributions and drains on 
the dollar pool by sterling-area members, but the drain through EPU trans- 
actions (and transactions with other nondollar, nonsterling countries) does 
not lend itself to measurement by sterling countries, important as it was in 
the reserve problems of the sterling area. As Kamarck states, “as the world 
currencies become more and more convertible de facto the [global balance of 
payments] becomes more and more important.” I agree, but sterling was not 
convertible during most of the period discussed, and the distinctions drawn in 
my article certainly apply. 

6. The “principle of dollar-saving exports’? was included in my analysis 
as an illustration of the pitfalls in measuring dollar contributions with the 
available statistics, but was not intended to exclude other statistical short- 
comings such as those Kamarck peints out. The “principle” does, I think, 
lead directly into the insuperable problem of measuring dollar contributions 
in the thorough-going economic sense, and I am certain that the extent to 
which each transaction of each sterling country does save dollars cannot be 
accurately measured. The question appears to be how far such analysis 
should be carried; Kamarck seems to suggest that it should never be 
attempted. As a solution, he proposes that both dollar accounts and the 
global balance of payments for each sterling country be examined as a basis 
for judging the contribution of each member to the sterling area’s dollar 
problem. I believe my article has at least brought together the dollar ac- 
counts, but it is not clear to me what sound “judgment” could accurately be 
made by examining them in conjunction with global accounts for each ster- 
ling-area member, or whether two separate and objective “judgments”? would 
produce the same opinion. 

KENNETH M. WRIGHT 


Federal Reserve Bank of New York 
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Man, Motives, and Money—Psychological Frontiers of Economics. By At- 
BERT LAUTERBACH. (Ithaca: Cornell University Press. 1954. Pp. xvi, 366. 
$5.09.) 

Over many centuries, discourses on economic affairs have included explicit 
or implicit theories of human nature, of motivation, of calculations as to 
monetary costs and returns and as to utility and disutility. Psychological 
variables or aspects of economic life have been treated in innumerable book- 
sections and articles, but not many authors have felt called to the task of 
treating such matters at book length. Thus, the appearance of the volume 
here reviewed, soon after that of Katona’s Psychological Analysis of Eco- 
nomic Behavior, is an event of much interest. 

Lauterbach, a teacher of economics, has had some associations with Katona 
and others in the University of Michigan Survey Research Center, and, as 
appears below, he uses some of the Center’s output. It seems, however, that 
the bulk of his equipment and interpretations represent other trends in 
research—notably what we might designate as psychiatric sociology. Anthro- 
pological and comparative-economic materials are also fed into his hopper. 
Although the history invoked is mostly recent, in general his outlook is 
reminiscent of historical and institutional discussions of economic premises 
and methodology. His achievement, he says (p. 236), is “not by any means 
a general theory of economic psychology”; its “aspiration is far less ambi- 
tious. .. . The author feels no more ready to present any such theory than do 
most other researchers right now. He is also uncertain whether the disciplines 
concerned have cleared the way toward it sufficiently at this juncture.” 

The book includes eleven appendixes, a majority of which are derived 
from Survey Research Center publications, on such matters as industrial rela- 
tions, views of large and small businesses, labor unions, and government, and 
“war dangers and worries.” (This last phrase is in line with Lauterbach’s 
strong emphasis on the incidence of personal insecurities.) One appendix 
appears to be based on a psychiatrist’s notes; another, entitled “Incentives 
in Nationalized Plants in Austria,” is based on interviews in that country by 
Lauterbach in 1950. The Survey Research appendixes contain tabulations, 
and these are given some discussion in the text-chapters; but in general 
Lauterbach does not display much enthusiasm for the quantitative psycho- 
logical material now available. (But we must remember that the expenses of 
money, time, and effort involved in significant quantitative social research 
are prohibitive for most professors.) In addition to the novel material from 
the author’s Austrian interviewing, this book contains many reflections of 
his cosmopolitan, polylingual background; and his writing is remarkably fluent 


* Reviewed in this journal, Dec. 1953, XLIII, 931-33. 
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and clear, considering his tendency to manipulate more or less psychiatric 
concepts such as “parental images” and the numerous varieties of inferiority 
and insecurity states of mind. 

In a few pages of introduction, three sets of problem-questions are indi- 
cated as giving the scope of the book. They begin as follows: “(1) To what 
extent does business behavior in our existing society actually follow those 
rules of economic decision making which economic analysis has assumed or 
developed? . . . (2) Assuming that economic instability, intentionally or not, 
is a concomitant of a private business economy, to what extent and in what 
ways has such instability prevented individuals and groups from acting 
‘economically’? . . . (3) To the extent that any such hope is legitimate, does 
economic reform of any desirable type presuppose a different kind of human 
being from the one that we have known thus far, especially in Western demo- 
cratic countries? . . .” These themes are treated through four lengthy chap- 
ters, which are followed by a fifteen-page chapter of “Summary and Conclu- 
sions.” (Here I recall Commons’ remark, in /ndustrial Government, as to why 
he called the final chapter “Inferences” rather than ‘‘Conclusions.’’) 

The language here quoted from the introduction almost suggests the 
author’s (tentative) answers. Like many other “discussants” of such matters, 
Lauterbach finds actual behavior in business enterprises extremely variable, 
in part by reason of differing sizes of firms; and his conception of “those 
rules . . . which economic analysis has assumed or developed” appears to 
give insufficient weight to the institutional elements which are rather prom- 
inent in, e.g., Mill and Marshall. Sensible economists have long, if not 
always, realized that the simple “model” of the immediate-profit-maximizing 
“economic man” is at best only a bare framework for the beginning of analy- 
sis of “capitalist” economy. And with reference to the second question quoted 
above, we may find much of interest and importance in Lauterbach’s discus- 
sion of instability and insecurity. The phrase, however, “concomitant of a 
private business economy” might well lead to more consideration of the 
extent to which conversion of private-profit-seeking enterprise into private- 
nonprofit and governmental enterprises may be expected to effect a net reduc- 
tion of insecurities. 

The foregoing comments may indicate some of my notions as to important 
ingredients somewhat underrated in Lauterbach’s treatment of his third 
group of questions—more directly concerned with motivation and reasonable 
expectations as to social-economic reforms. But on the whole his discussion 
here seems distinctly enlightening. He holds, of course, that a considerable 
range of (specified) targets of amelioration may be approached without “pre- 
supposition of a different kind of human being”; and through the book con- 
siderable research material is indicated as supporting this view. His optimism, 
however, is restrained and cautious, leaning perhaps toward the view that 
large enterprises such as the hydro-electric power project, about which he 
interviewed people in Austria, are most likely to be suitable for government 
ownership—if the public bureaucracy averages as high in ability and probity 
as the big-business bureaucracies of the nation concerned. 

Z. CLARK DICKINSON 

University of Michigan 
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Das Konkurrenzproblem im Oligopol. By Ruvotr RicHTeER. (Berlin and 
Munich: Duncker and Humblot. 1954. Pp. 112. DM 8.00.) 

The first half of this recent German contribution to the theory of oligopoly 
consists of an extensive and clear account of ten versions of the theory, i.e., 
the models presented by Cournot, Bertrand, Hotelling, Frisch, Chamberlin, 
Stackelberg, Schneider, Kaysen, Fellner, and Brems. According to Richter, 
all are unsatisfactory, either because they assume the existence of a reaction 
function that is bound to turn out to be invalid, or because their solutions 
are merely subjectively, but not objectively, rational. 

Richter’s positive contribution is as follows. There are two distinct prob- 
lems to be solved, one at the industry level, one at the firm level. Industry 
behavior is a matter of fixing the price of the industry’s product, price and 
product being assumed to be common to all firms. Under such assumptions 
it is legitimate for Richter to draw a downward-sloping industry demand 
curve. At what point will industry fix its price? The reasoning here is far 
from clear, but let us reproduce it for what it is worth. Once the industry 
price had been set, industry sales would have been determined, and firms 
would regard firm revenue as being in direct proportion to the firm’s quantity 
sold. Assume that production cost and selling cost as well are in direct pro- 
portion to quantity sold. Profits will then be in direct proportion to quantity 
sold and thus to firm revenue. So far we can follow Richter without difficulty. 
But then he says that since in an oligopolistic market the emphasis is on 
revenue and market share (one firm can gain revenue only by depriving 
another of revenue), then industry price is best set at the point where indus- 
try revenue is maximized. Richter seems to be aware of the fact that when 
costs exist industry revenue is maximized by a lower price than industry 
profits, but he does not convince his reader that industry revenue rather 
than industry profits should be maximized. 

The second problem is to determine firm behavior. Once the industry pie 
has been determined, firm behavior will determine the slices of the pie falling 
to each firm. What are the variables used for this determination? Price being 
now beyond the contro! of the firm, and quality of product being assumed to 
be constant and identical as among firms, only advertising remains. But 
even here there is the constraint that advertising cost per unit of product 
sold must remain constant. So firms fight for market shares not with advertis- 
ing budgets but merely with good ideas as to how to spend those budgets. 
Jastram is quoted in defense of this assumption which sounds quite realistic. 

The stage is now set for the. determination of firm behavior. A solution is 
found in the theory of the zero-sum two-person game as originally developed 
by von Neumann and Morgenstern. The game is two-person, because duop- 
oly is the only case considered by Richter, and it is zero-sum because of a 
neat little trick. A’s result of the game is defined by Richter as A’s revenue 
minus B’s revenue, r,4 — rz. B’s result is defined as rg — r4. Under the set 
industry price, industry revenue 7, + rg is constant; call the constant K. 
Then r4 — rg = 2r4 —K, from which we can see that what maximizes r, 
will also maximize r, — rg. Likewise it can be seen that what maximizes rz 
will also maximize rz — r, or, which is the same thing, minimize r, — rz. 
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Hence the profit maximization game is zero-sum, for under constant price 
and constant per-unit cost of production and selling what maximizes revenue 
also maximizes profits. 

Richter now introduces the assumption of perfect information in the 
strictly technical, i.e., von Neumann-Morgenstern sense. This means that 
each player who makes a personal move is perfectly informed about the out- 
come of the choices of all anterior moves by his adversary. Van Neumann 
and Morgenstern, as we know, have shown that in games in which perfect 
information prevails, permanently optimal, pure strategies exist. Disliking 
the mixed strategies, Richter is very fond of this result. It permits him to 
reach a purely objective solution of his problem. No estimates of probabilities 
of rival action, no reaction curves, no attempts to find one’s adversary out! 

Apart from the maximization-of-industry-revenue procedure, where the 
reader may be pardoned for remaining unconvinced, Richter is correct 
within his own assumptions. But how narrow are the confines of those 
assumptions? Imagine a game in which every move requires careful and 
time-consuming preparation and, consequently commitment long in advance. 
Perfect information is ruled out by the very nature of the game, and there is 
a high premium on finding out the adversary. Suppose the German High 
Command had found out the time and place of the Normandy invasion, or 
the Allied Command the time and place of the Battle of the Bulge! 

When facing a situation like this, the theorist can do two things. He can 
face reality squarely and come out with a subjective rationality. Or he can 
insist upon objectivity and refuse to admit any phenomenon which could 
play havoc with his assumption of perfect information. In oligopoly, one such 
phenomenon is product-quality variations, for they require research, designing, 
production engineering and tooling-up; in short they require commitment far 
in advance. Although he emphasizes the nonprice variables, Richter refuses 
to consider the quality of the product as a variable. The exclusion of quality 
variations is defended in the interest of “the exactness of our analysis.” 

As an exercise in objective and exact solutions, and as one of the few appli- 
cations of ihe theory of games to oligopoly, Richter’s book is useful, not the 
least because it clearly reveals the frightening height of the price that must 
be paid for objectivity and exactness. 

Hans Brems 
University of Illinois 


Economics and the Public Interest. Edited by Ropert A. Soto. (New Bruns- 
wick: Rutgers University Press. 1955. Pp. xiv, 318. $5.75.) 

This is a collection of twenty essays, plus a short preface by Arthur F. 
Burns, contributed by former students and colleagues at Rutgers University 
to mark and honor the seventy-fifth birthday of professor emeritus Eugene E. 
Agger. 

As is almost inevitable in a collection of this kind, the offerings are of 
uneven merit. Most are clearly written. Several are spirited. But only a few 
create a lasting impression. 
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The longest and most likely reference article is by Geoffrey H. Moore, 
entitled “The Diffusion of Business Cycles.” Dipping into the National 
Bureau’s informational stores he presents percentage “diffusion” measures 
which register the number of industries expanding and contracting. Finding 
that these indexes lead other measures of aggregate activity, Moore suggests 
that they ought to “contribute to a proper timing of measures taken to... 
promote recovery” and “they may be helpful in appraising the efficacy of 
such measures” (p. 58). 

In a more provocative piece, on “Rain Making and Monetary Policy,” 
Anatol Murad contends that advocates of monetary controls are indulging in 
magical dreams. Examining four recent reports he observes that in each case 
“the writers . . . recognize the failure of monetary policies, yet blandly urge 
greater reliance upon such policies” (p. 147). Even if his position is over- 
stated, his evidence is of interest. 

In a deterministic setting Leopold Kohr (“Economic Systems and Social 
Size’) argues that “if a community is either too small or too large” then “the 
only possible system is . . . a system of discipline, direction, control. Eco- 
nomically speaking, this means socialism” (p. 208). 

A clear position and a fast pace characterize “Colonial Experience and the 
Social Context of Economic Development Programs,” by Harry D. Gideonse. 
Citing Indonesia, for “its recent history demonstrates so eloquently the hol- 
lowness of the usual ‘anti-colonial’ cant about unilateral exploitation” (p. 
250) he attacks the proposition that freedom and advance can be trans- 
planted “by a flow of financial grants matched with a vague desire for 
material improvement” (p. 257). In contrast Broadus Mitchell (‘The 
Poverty of Economics’) holds: “We are at this instant reaping the bitter 
fruits of imperialism and colonialism.” Through free trade, which was merely 
a “British axiom,” other peoples “were repressed . . . into primitive produc- 
tion and lopsided development” (p. 31). 

The opening essay is an arid methodological item by Solo on “Economics 
as Social Philosophy, Moral Philosophy, and Technology,” which particularly 
violates his editorial canons on “significance and clarity.” A more lucid note 
by William C. Bagley, Jr., on “The Task of Institutionalism,” chastizes eco- 
nomics for neglecting “culture” though he does not show how the new insti- 
tutionalism transcends the old. He suggests that theory will disappear when 
“everyday experience” is studied (p. 21). Occupational unemployment for 
the theorist is not a new forecast. 

Broadus Mitchell thunders in lively scorn and wrath at friend and foe. His 
range encompasses the classicists, diminishing returns, formal convention 
papers, academic stock-market forecasters, Keynes in academic gown, Keynes 
in business suit, Keynes the Judas-goat, politicians, scholarly journals, mathe- 
matics, model builders, compensatory finance, full employment, colonialism, 
etc. He is reassured though that “economics, after all, is not a science but an 
art...” (p. 29). And he reveals that to “turn the gross mass of poverty, 
ignorance, disease and death into the gold of peace, plenty, and progress” 
involves “no secret beyond good-will and good judgment” (p. 30). 

In a modest statement on “Marketing’s Contribution to Economics,” R. S. 
Alexander queries whether a price reduction leaves the demand schedule 
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unchanged, suggesting that expectational forces may engender a sales decline. 
These dynamic relations are too frequently ignored. Also, he avers that 
demand inelasticity (in the neighborhood of accustomed price?) is more 
common than usually supposed. And he rightly criticizes the extensive pre- 
occupation with a single-product firm. 

Sidney I. Simon offers a useful survey of accounting and legal definitions 
in “Profits, a Semantic Problem Child” and J. Wilner Sundelson, a specialized 
study of “Forecasting Automotive Sales.” Ridgeway Hoegstedt (“Economics 
and Accounting”) wells with pride in reiterating that “accounting is essen- 
tially a consensus” of standardized conventions. This he regards as virtue 
enough. His gentle, scholarly rejoinder to economists is that they “have urged 
that it [accounting conventions] be replaced by a body of controversy rest- 
ing on linguistic confusion” (p. 118). His profound, pontifical advice to 
economists is that “the subject matter of economics is not mechanism, but 
mankind” (p. 119). 

Alexander Balinky covers “Public Finance and the Public Interest,” 
Monroe Berkowitz, with some good insights on the union shop, develops 
“Public Policy and Union Security,” Lawrence Knappen outlines “Mana- 
gerial Zones of Reasonableness in Public Utility Regulation,” and Max 
Gideonse examines “The Development of International Commodity Policy.” 
Reviewing price stabilization programs, Gideonse decides “that the inherent 
defects of government control schemes normally outweigh the defects of the 
free market . . .” (p. 225). 

David A. Morse devotes “International Employment Problems and Policy” 
substantially to the work of UNESCO and the ILO. Kenneth Kurihara 
follows Harrod’s path in a brief coverage of “Growth Theory and the Prob- 
lem of Economic Stabilizatiou.” Robert J. Alexander elaborates mainly some 
British and Russian history in considering “Who Bears the Cost of Eco- 
nomic Development?” Finally, Roland R. Renne closes with “Land Tenure 
Reform as an Aspect of Economic Development in Asia.” Economic theory 
today, compared to the older tradition, perhaps pays too little attention to 
diverse rental methods as an influence on allocational efficiency. 

Amid this assortment, and almost in the very middle of it, Milton Fried- 
man has a paper on “The Role of Government in Education,” concerned not 
with the content, nor facilities, nor recruitment of educational personnel but 
instead with a proposal to separate the financing and administration of edu- 
cation. It is surprising to learn that elementary education is a “nationalized” 
industry. In Friedman’s scheme: “Government could require a minimum level 
of education which they could finance by giving parents vouchers redeemable 
for a specified maximum sum per child per year if spent on ‘approved’ edu- 
cational services” (p. 127). Doing so, “Government would serve its proper 
function of improving the operation of the invisible hand without substitut- 
ing the dead hand of bureaucracy” (p. 144). Though he properly abhors 
racial segregation, the same anxiety for freedom, this time of those who 
choose segregated schools, enables Friedman to see a saving grace in the 
plans of some Southern states to abolish the public school system. 

SmpNEY WEINTRAUB 

University of Pennsylvania 
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Theorie der aligemeinen Volkswirtschaftspolitik. By Hans-JURGEN SERA- 
pHim. (Goettingen: Vanderhoeck & Ruprecht. 1955. Pp. 351. DM 30.-; 
cloth DM 33.-.) 

The American reader may find the title and the structure of this book 
somewhat puzzling, if he does not relate them to the typically German 
approach of the author. For more than a century, German e-onomists have 
stressed, in their thinking, their research and their teaching, a systematic 
distinction between the theory of economics and applied economics. They 
gradually developed the latter into a self-sustaining discipline of economic 
policy, and in due time they proceeded to divide this new discipline into 
general and specific parts as well as to bolster it with a theoretical foundation 
of its own—hence their “theory of general economic policy.” It is rather diffi- 
cult to draw any clear-cut borderline between this theory and the theory of 
economics. However, decades of professional experience and skillful handling 
of systemological intricacies have helped the author to overcome some of the 
obvious difficulties concerned. His efforts have been facilitated by two charac- 
teristic attitudes. In a traditionally German way, he explicitly emphasizes 
the methodological aspects of economic policies and consistently inquires into 
their sociological background. 

Accordingly, the first part of the book is devoted to a reconsideration of 
relevant old and new methodological debates. The outcome is a series of 
analytical refinements pertaining to the permissible scope of theoretical 
abstraction, to the issue of value judgments, to up-to-date model building, 
and to the bearing of these refinements on the relation between theoretical 
and applied thinking in the domain of economics. The author’s rejection of 
catallactic economics of the pure exchange-theory pattern as a sufficient 
foundation of economic policies leads him to an examination of the essential 
social factors involved. 

His sociological appraisal of these factors, which represents the core of his 
achievement, is concentrated on the phenomenon of economic power as well 
as on the basic forms of economic organization, respectively treated in the 
second and third parts of the book. Among the strategic conditions of effec- 
tive economic power, he successfully analyzes the required personal qualifi- 
cations and purchasing power, and he adds illuminating remarks on some 
of the related functional aspects of social structure and economic equilibrium. 
His morphological comments concerning the basic forms of economic organi- 
zation reveal the effects upon the market resulting from the development of 
the tribe, family, medieval feudal and corporate ties, modern private enter- 
prise, class stratification, and economic collectivization. He then makes a 
stimulating attempt to explain such effects in terms of the historical epochs 
of economic policies. 

The fourth part of the book deals with the subjects, ends, tasks, means 
and “systems” of economic policies. Most likely, this part could have been 
profitably expanded even if it were at the expense of the three preceding 
parts. In particular, it would have been useful to elaborate further on the 
relationship among the economic categories of “systems,” “orders,” “‘proc- 
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esses,” and “fundamentals” determining the over-all goals of economic policy. 
Nevertheless, it is fair to add that such categories have been abundantly dis- 
cussed in the economic literature of German-speaking countries; that the 
author has contributed to the clarification of several relevant penumbrae; 
and that it would have been beyond the scope of his “general” theory to 
penetrate specific problems of applied economics. 

Possible improvements in the book may be suggested: First, some of the 
methodological classifications are too rigid. For example, the distinction be- 
tween economic policy and economic guidance (pp. 326 ff) and the enumera- 
tion of seven models reflecting “systems of economic policy” (pp. 334 ff.) 
should be relaxed and more directly referred to what is usually meant by 
economic systems. Second, some of the essential theorems should be re- 
focused in order to include more convincing arguments. For instance, the 
analysis of individual and collective wants (pp. 241 ff.) should be recon- 
sidered in the light of such intermediate cases as relative and absolute 
social wants, common wants and group wants. The application to economic 
policies would then be more plausible and efficient. A somewhat similar result 
could be achieved by reclassifying the five means of economic policy (pp. 
300 ff.) and by shifting their emphasis toward empirical differences in the 
degree of governmental intervention. Third, although it is undoubtedly 
justifiable to stress the qualitative factors of economic policies, the con- 
comitant quantitative factors and their analysis should also be given adequate 
attention. 

All in all, this book offers a substantial contribution to several neglected 
chapters of economic methodology and systematology. Especially valuable 
are its frequent references to the historical development of the doctrines 
expounded. The author’s excellent coverage of recent German economic 
literature in itself would warrant an English translation. 

THEO SURANYI-UNGER 

Syracuse University 


Kapitaltheoretische Uniersuchungen. By WALTER EUCKEN. 2nd edition, en- 
larged by 3 essays (Tiibingen: J. C. B. Mohr. Ziirich: Polygraphischer 
Verlag. 1954. Pp. xxvii, 336. DM 18.80.) 

This volume reprints the Kapitaltheoretische Untersuchungen first pub- 
lished by Walter Eucken in 1934. Eucken follows Bohm-Bawerk in basing 
his interest theory on the productivity and scarcity of capital. In common 
with the Swedish followers of Béhm-Bawerk, such as Wicksell and Akerman, 
Eucken frees his analysis from the discount idea that interest reflects a low 
valuation of future as compared with present goods. He rather stresses the 
higher productivity of production through time. Interest appears as the 
payment for the services of capital which permit more time-consuming and 
therefore more productive processes; it is determined by the general equi- 
librium of the economy. Béhm-Bawerk toward the end of his Positive Theory 
had already discussed interest in a general equilibrium setting under the 
simplifying assumptions of only one productive agent and a single product. 
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Wicksell developed the theory of interest with more than one productive 
agent and several final products. Eucken considers the production of con- 
sumption as well as capital goods and adds the idea that the nature of all 
inputs changes with a shift in the time period of production. 

Though Eucken explicitly recognizes the production of capital goods, 
he treats the total amount of productive agents as a given constant and thus 
appears perhaps the last exponent of a “stationary” interest theory. In 
later essays reprinted as an appendix to the present volume, and in unpub- 
lished notes left at the time of his unexpected death in 1950, Eucken at- 
tempted to push beyond the limitations of static analysis. Following Hayek, 
he gave up the idea of an average production period. Under the influence of 
Keynes, he recognized the role of monetary factors in the determination of 
the interest rate. Stimulated by his student Lutz—who has contributed a 
masterly introduction to the new edition—he concerned himself with the 
structure of interest rates. All this was leading Eucken from static interest 
analysis toward the search for a more dynamic theory of capital formation 
and of the economic development which distinguishes succeeding investment 
periods. 

The Kapitaltheoretische Untersuchungen may not add much to the main 
body of economic theory. Yet they stand out as a valiant contribution to 
rational economic analysis at a time and place given to emotional propaganda 
rather than rigorous theory. When first published in the Germany of 1934, 
Eucken visualized his work as the beginning of a new series on “problems of 
economic theory” and prefaced it by an inquiry on “what does economic theory 
contribute?” It is this introduction on economic methodology which estab- 
lished Eucken as the great teacher who preserved the tradition of economic 
reasoning through a decade of totalitarian dictatorship and who prepared his 
students to help in the re-establishment of a free German economy. 

WERNER HocHWALD 

Washington University 


Public Policy. A Yearbook of the Graduate School of Public Administration, 
Harvard University, Volume V. Edited by Cart J. Frrepricn and J. 
KENNETH GaLBraiTH. (Cambridge: Graduate School of Public Adminis- 
tration, Harvard University. 1954. Pp. viii, «20. $5.00.) 

This book contains a variety of papers without central theme or unifying 
organization plan. It opens with the text of a lecture by Eugene Meyer, sub- 
stantially devoted to reminiscences of his diversified experience in the federal 
service, including the management of prices in World War I, the War Finance 
Corporation, the Farm Loan Board, the Federal Reserve System, and the 
Reconstruction Finance Corporation. Part II presents two case studies of 
antitrust policy, one dealing with the International Business Machines Cor- 
poration and the other with the textile machinery industry. Part III contains 
three papers under the general heading of Planning and Resources Policy: 
one on watershed flood control, the second on planning research for defense, 
and the third on the formulation of economic policy in postwar France. Part 
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IV—Fiscal and Monetary Policy—offers the following assortment: “Mone- 
tary-Debt Policy Revisited,” “The New Monetary Policy,” “Some Aspects of 
Family Allowances and Income Redistribution in Canada,” “The Canadian 
Exchange Rate,” “The Limits of Taxation,” and “The Income Tax of 
France.” In Part V are found two papers on Legislation and Parties, one on 
“Congress and the Fair Deal” and the-other on “Party and Separation of 
Powers.” 

The usual comment on quality range in such a collection is in order. 
Contributors include graduate students and senior professors. In appraising 
a pudding concocted from such mixed ingredients, the reviewer’s useful 
function is to identify the choice plums and hold his peace for the rest. 

The most interesting papers are those by Preston on the textile machinery 
industry, Houghteling on the French income tax, Peret on the limits of taxa- 
tion, and Musgrave on monetary-debt policy. 

Preston’s study suggests that the disposition to transfer antitrust policy 
from a foundation in abusive and predatory practices to a foundation in 
market power offers an adventure in uncertainty. Since 1920 the textile 
machinery industry has seen the number of firms producing a full line of 
cotton preparatory machinery decline from nine to two, the number of 
loom-makers from five to two. Yet all the normal monopoly tests indicate 
ambiguous results: in overt restraints on trade, in measures of industrial 
performance. The intriguing implications of performance in what should be a 
classic arena for monopolistic manipulation urge the extension of such industry 
analysis before we are too far committed to the superficially attractive eco- 
nomic concepts as a satisfactory substitute for the traditional legalistic 
approach to antitrust problems. 

Houghteling’s study of the French failure to establish effective and equi- 
table income taxes concludes that the root of the difficulty is not a dearth of 
ideas for reforming the tax structure, but a distribution of political forces 
that impedes constructive action. In contrast to the tendency in nations with 
relatively advanced economic development to rely heavily on income taxes, 
in France income taxes have never produced more than one-fourth of the 
central government’s tax revenues. The aggregative tax burden is heavy, is 
slightly but irregularly progressive, and is in no sense archaic. The system’s 
principal influence is toward perpetuating characteristics of the French 
economy that act as drags on economic development. Those with a vested 
interest in these characteristics are sufficiently powerful to compel policy 
compromises that fail to convert the tax system into a force for economic 
progress. 

Peret begins with Colin Clark’s thesis on the critical limit of taxation. He 
observes a lack of consistency between the hypothesis of the critical limit 
and its statistical underpinning. From a review of taxation and economic 
performance he concludes that taxable capacity is a variable responsive to 
national resources, their level of utilization, the level of technological develop- 
ment, and the rate of general economic growth. There is no record to support 
the proposition that the level of taxation in the United States has contributed 
to either adverse effects in the area of economic development or to inflation. 
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Musgrave undertakes a reconsideration of the monetary-debt-unemploy- 
ment-inflation complex with emphasis on removing false issues created by 
attempting to convert incomplete analysis into policy criteria. This leads him 
to two conclusions. The first is that monetary-debt and fiscal restrictions are 
related, not independent, tools, and therefore require resolution within the 
framework of a general stabilization policy. The second conclusion suggests 
that the nature of this resolution—the “product mix” of monetary-debt and 
tax measures—may contribute to important differences in results. These 
are found in income distribution, in resource allocation, and ultimately in the 
rate of economic growth. 

MELVIN ANSHEN 

Carnegie Institute of Technology 


Economic History; National Economies; Economic Development 


Approaches to Economic Development. By NorMAN S. BUCHANAN and 
Howarop S. Etuis. (New York: Twentieth Century Fund. 1955. Pp. xiv, 
494. $5.00.) 

Underdeveloped areas are backward in more ways than one. The lack of 
capital accumulation not only is not the whole story, it is no more prominent 
that the backwardness of social institutions, cultural attitudes, personal 
habits and aptitudes, and the bureaucratic inefficiency of governments. A 
good introductory book on the development of such areas should begin not 
with growth models and other elaborate machinery, but with the empirical 
contents of the subject—the characteristics of the people and their institu- 
tions, and policy problems expressed in the form in which they present them- 
selves in backward areas. Capital accumulation can be given a central posi- 
tion, but not one that eclipses the less tangible problems. 

Ellis and Buchanan have written such a book, and written it well. One 
pays a price for it; the result is not exciting reading, it is quite untheoretical 
reading, with no original machinery of analysis and no new program, and 
often concerned with organizing the obvious. Even the original ideas do not 
seem original, since they must be on a low level of generality and somewhat 
mundane in their contents. The result is an excellent text for students but a 
chore for economists. It is a rewarding chore, but not in intellectual stimu- 
lation. 

The book could have been somewhat more exciting, and the better for it. 
Omission of repetitions would have saved space for more advanced sorties; 
and parts of the book would have been improved by abstract models. Some 
Malthusian models would have helped the discussion of population; and the 
treatment of inflation, investment, income growth, and balance of payments 
could probably have been made more rigorous and less ambiguous without 
belaboring multipliers excessively. But the purpose of the book is mainly 
responsible for its lack of climax and stimulation; and the purpose is a 
proper one. 

The scheme is good. Part I, 116 pages, introduces the characteristics of 
underdeveloped countries, discusses resources and their use in relation to per 
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capita income, and then gives three chapters of equal weight to capital 
accumulation, social and cultural factors, and demographic factors. Part II, 
115 pages, contains brief histories of the economic developement of England, 
Japan, France, Germany, and the U.S.S.R., and an historical summary. Part 
III, 232 pages, is on contemporary problems and policies: development of 
agriculture, of commerce, of industry; saving, financial institutions, govern- 
ment finance; foreign trade; foreign capital; assistance program for under- 
developed countries; and a chapter on the interests and responsibilities of 
the United States. For class use Part IT could be taken first, last, or where it is, 
or left out, without disturbing the organization. The reviewer’s first inclina- 
tion was to leave it out, as insufficiently productive of easily transferable 
policy conclusions; on reflection he is persuaded that its provision of “per- 
spective”—which was the authors’ main purpose for it—earns it a firm 
position somewhere in the book. 

The book is least satisfactory where it is most theoretical. The role of 
capital in production and income generation leans excessively on the concept 
of factor proportions in Chapter 2, and at several points (pp. 42 and 47) 
seems to confuse income with real wages and to ignore the return on produc- 
tive assets. For example, “If labor were completely substitutable for land and 
capital equipment in production, then the dearth of land and capital relative 
to labor in the underdeveloped areas would make no difference: output per 
person could be just as high as in the high-income countries” (p. 42). Thus, 
even though the authors preface their remarks on labor and its productivity 
with the statement that “unlike land and capital, human beings are at once 
a factor in production and the end purpose of economic activity,” they do 
not avoid the analytical pitfalls involved. They do, however, avoid a lot of 
other pitfalls, especially the obstinate one about all differences in labor pro- 
ductivity among countries being due to the quantities of land and capital avail- 
able; and for their excellent discussion of social, cultural, and personal differ- 
ences among workers and their productivity they deserve congratulations. 

Thé treatment of inflation is ambiguous. The implicit criterion for fiscal 
stability seems to be something like constancy of the ratio of money to income 
(pp. 308, 312, for example) but the implications of this criterion are not 
carefully handled. There is a hint or two (pp. 308, 312, 388) that noninfla- 
tionary investment is investment that leads to “an equal flow of marketable 
product,” but this concept has no meaning except in an explicit time-sequence 
analysis. A number of statements on fiscal stability depend on unstated 
premises—statements about the comparative inflationary effects of govern- 
ment deficits vs. private deficits (p. 312), commercial bank loans vs: other 
forms of financing (pp. 307-8), the inflationary effect of capital inflow 
(pp. 388, 398), and the “income velocity” multiplier (p. 388). With a little 
thought one can usually provide the particular premise that makes the state- 
ment understandable; but the effect on students will be confusion. 

Other deficiencies—mentioned here to advise, not to discourage, the user of 
the book—are: inadequate attention to the exchange rate in discussing the 
“productivity” criterion for allocation of investment; undue identification of 
the “productivity” of foreign capital with the specific imports financed by 
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the foreign exchange (pp. 391-92); similar identification of a country’s 
capacity to service foreign debt with the specific investment projects financed 
by foreign loans (pp. 394, 398); the absence of systematic discussion of 
whether the “unseen hand” of the price system and profit motive is, in prin- 
ciple, an ideal allocator of investment, i.e., whether private and social pro- 
ductivity can be identified with each other; insufficient attention to the in- 
fluence that income distribution objectives will have on the allocation of 
development among the industries and areas within a country; and a neglect 
of the critical question of the appropriate rate of capital accumulation (in 
a time-preference, social stability sense, rather than a fiscal-monetary one) 
except where the authors use this topic to divide economists rather ruthlessly 
into two comprehensive schools of thought. 

A reviewer can pick faults endlessly from a book that tries to lay an 
elementary groundwork; the present book has the usual share of deficiencies 
of a good text, not more. The footnoting is excellent; for people either teach- 
ing a course, or briefing themselves on the rudiments of the subject, it supplies 
a well selected reading list parallel to the text. 

As remarked above, the book is not much fun, and probably was not for 
the authors either, since they had to discipline themselves on nearly every 
topic. The reviewer, who shares the authors’ prejudice on how to approach 
the subject, thinks the result well worth the labor. 

THomas C. SCHELLING 

Yale University 


Economic Development—Principles and Patterns. Edited by Harotp F. 
WitiiaMson and Joun A. Butterick. (New York: Prentice-Hall. 1954. 
Pp. xii, 576. $6.75.) 

“Underdevelopment” has reached the textbook stage. Since the war, the 
problems of the less developed countries have occupid a prominent place in 
economics. Once the great debate about monetary and fiscal policy and about 
the dollar gap had blown over, no other field in economics, it is probably 
fair to say, has been so fruitful in new ideas as that of development. Here 
the discussion is still very much in flux. It is gratifying to think that enough 
systematic material has accumulated to encourage some bold spirits to write 
a book addressed chiefly—not exclusively—to college students. 

It is not possible, in the framework of this review, to do full justice to all 
the contributions, but some of the outstanding ones deserve special mention. 
Harold Williamson opens the book with a thoughtful essay on the meaning 
and measurement of development. Here the reader finds all the questions, and 
probably some more, that may have worried him as he contemplates the 
current developmental scene. J. Spengler contributes an interesting ussay that 
opens up the whole range of population problems. His bold speculations with 
concrete magnitudes are intriguing, as always. John Buttrick’s chapter on 
capital formation represents, for the analytical point of view, the heart of the 
book. Nevertheless, I doubt that the casting of familiar propositions into 
new diagrams, however skillfully done, is of real help to the often broadly 
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diversified group that meets in development courses, variously known as an 
interdisciplinary cross-section or motley crew. 

Yale Brozen’s extremely interesting piece on entrepreneurship and tech- 
nological change deals with the two analytically and statistically most 
baffling subjects in the whole field. Here we find the chief discussion in the 
volume—and only too short—of alternative directions of development. He 
also suggests methods for stimulating the supply of entrepreneurship, which 
he regards not so much as a problem of creating the spirit as of removing 
barriers. 

The chapter on cultural factors by Francis L. K. Hsu has much to say 
that is fascinating to the economist. Hsu sees the source of Western economic 
pre-eminence in the sense of insecurity that stems from Western individual- 
ism. If the various doubts that this theory raises can be resolved, it may have 
many fruitful implications. 

The three closing chapters on individual countries are all excellent. Each 
demonstrates a different aspect of development. Irene Taeuber, writing on 
population growth in Japan and Korea, gives the clearest account I have 
yet seen of the impact of industrialization upon population growth. Helen 
Lamb describes the immense problems besetting India’s economic develop- 
ment. Henry Aubrey analyzes Mexico’s rapid growth. Rising inequality of 
income, allowing a high rate of capital formation, seems to have been an 
important causal factor. 

The book as a whole shows that the field of economic development has not 
yet shaken down to anything like the well systematized—and somewhat 
deadening—organization encountered in many other branches of economics. 
Wide differences of view are to be expected as to what belongs, and where. 
The present volume has the virtue of a broad-gauged approach, in addition 
to containing many valuable contributions. On the other hand, it does not 
deal with any of the general growth theories, nor does it take cognizance of 
the important current debates, stirred up by the ideas of Prebisch, Singer, 
Rosenstein-Rodan, and many others. In particular the book is short on 
policy. 

In consequence, it is not easy to tell from the volume exactly where 
developmental economics stands today—except that it seems to be entering 
the textbook stage. Some years ago, development theory seemed to be in a 
phase somewhat analogous to the early stages of Keynesian economics. Much 
of the theoretical equipment evolved in advanced countries was being re- 
jected as inapplicable to the less developed areas, and, as in the early Keynes- 
ian phases, a new economics was being demanded. Some bold and revolution- 
ary ideas came to the fore at that time. Today there seems to be less inclina- 
tion in development thinking to emphasize the novel and the extreme. There is 
less of a tendency, for instance, to identify development exclusively with 
industrialization. The belief in the effectiveness of inflation as a vehicle for 
development seems to be waning. Perhaps—though this is doubtful—one may 
discern a somewhat more liberal attitude toward international trade and 
foreign investment. 
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It seems also that the pessimism connected with the earlier belief that 
capital-output ratios for underdeveloped countries were very high, and that 
very large amounts of capital would be required to achieve a modest degree 
of development, has yielded to often rather optimistic assumptions. The 
capital-output ratio as an instrument of developmental thinking and plan- 
ning has found wide acceptance, sometimes perhaps a little uncritically. The 
population problem is beginning to be viewed as amenable to policy, and not 
as subject solely to uncontrollable social and biological forces. Finally, there 
seems to be less interest in general theories of development and more in 
detailed analysis of specific problems, though the hope of finding the 
philosopher’s stone of a really universal theory no doubt springs eternal. 

Such are the year-to-year issues that are hotly debated for a while and 
then often laid aside. Of them our volume takes little cognizance. Perhaps 
that is the part of wisdom in a book that is not intended to be rewitten 
every two years. It is to the understanding of more permanent problems that 
the Williamson-Buttrick volume makes its contribution. 

Henry C. WALLICH 

Yale University 


The Economic Future of Canada. By H. M. H. A. VAN DER VALK. (Toronto 
and New York: McGraw-Hill. 1954. Pp. 206. $4.75.) 

This book was originally written in Dutch by a distinguished Dutch econo- 
mist in order (as he says in the foreword) “. . . to share a stimulating friend- 
ship with [his] own countrymen—many of whom have set out to make their 
home in a country of which they had only vague impressions.” The Canadian 
edition proceeds to do just this for a much wider readership. 

The initial chapters describe the essential characteristics of the Canadian 
economy in the usual order—the frontier, the population, national income, the 
resource pattern, industry and transportation. The blossoming growth flood- 
lighted in these early chapters is then analyzed in fuller macro-economic 
terms—international trade, capital movements, investment and monetary 
policy. The culminating pages make some broad and perfectly acceptable 
projections into Canada’s economic future. 

The descriptive chapters provide an excellent compilation of generally 
available data in brief, well-organized, and readable style. The analytical 
section operates within an outline of the Canadian financial institutions, 
trade structure and public policy. To both parts the European observer brings, 
at intervals, a fresh awareness of things North Americans sometimes neglect 
because they are, though extremely important, extremely commonplace. For 
example: “The European coming to Canada and the U. S. is generally im- 
pressed by the large amount of productive work done voluntarily. For this 
reason the Europeans have a wrong idea about the five-day week. The so-called 
‘free Saturday’ is for many one of the busiest work days of the week, a day of 
work for themselves” (p. 169). 

Constructive criticism can be aimed on two levels. For the uninitiated, 
“beginner” on Canada, the initial chapters on the frontier and the resource 
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pattern would have far more meaning if they were projected against a 
broad framework of the geography and geology of this tremendous region. 
Moreover, at least to the North American reader, resource development hinges 
much more emphatically upon public policy both on the national and the 
provincial level than the European writer perceives. Likewise, a great deal 
more light could be shed on developing Canadian economic (and broader) 
policy had there been a clearer statement of the role of the French- 
Canadian. (Bilingualism is not merely an interesting cultural phenomenon.) 
One or two points on a lower level undoubtedly reflect the problems en- 
countered in distilling a tremendous subject. Discussing transportation, the 
author concentrates on the St. Lawrence seaway (with an adequate supply 
of the by-now familiar diagrams and maps). In effect, a newly groomed tail 
wags an important dog. Canada’s transportation picture is complex. Not 
least important is the leading role in contemporary expansion played by the 
country’s historic overinvestment in railroads. As a by-product of this, the 
author may contribute to the impression that Ontario province is an area 
rich in hydro-electric power. Niagara redevelopment and Ontario’s share of 
St. Lawrence power notwithstanding, power in the future of the eastern region 
focuses attention on Quebec and Labrador (a sector often eclipsed by the 
glamor of the Yukon and Northwest Territories’ development). 

In passing, it may also be difficult for the student of the Canadian 
economy to accept the relatively minor role given to the United Kingdom’s 
historical position in both financial and entrepreneurial capacities. The 
modern, independent stature of Canada and the current influx of capital from 
the United States should not cast a shadow over the real and (even presently) 
substantial British contribution to the Canadian scene. 

Professor van der Valk has made good use of a significant part of the fine 
array of material now available on Canada and, all things considered, has 
done very well in condensing encyclopedic information in two hundred pages. 
Given the present level of ignorance among American college students as to 
the Canadian economy, the book should find a wider readership than it 
probably will. To those who do read it, the book’s few, well-chosen footnotes 
will open excellent doors for further reading on Canada. 

On the whole, the reviewer feels this is a useful introductory volume on the 
Canadian economy despite the blemishes undoubtedly induced by the pressure 
for brevity. 

FRANK A. FARNSWORTH 

Colgate University 


A Report on Monetary Policy in Iraq. By Cart IveRSEN, assisted by P. 
Wrinpinc and P. N. Rasmussen. (Copenhagen: Ejnar Munksgaard Pub. 
1954. Pp. 331.) 

Professor Iversen joins the growing ranks of Western academicians whose 
advice has been sought by governments of underdeveloped countries, and 
gives a highly readable analysis of financial aspects of the development of 
Iraq. Prepared at behest of National Bank of Iraq, the report is concerned 
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with monetary policy in its wider sense (i.e., credit, foreign exchange, fiscal, 
and investment policy). 

Iraq, oil-rich, relatively underpopulated, but poverty-stricken, launched 
a developmental program in 1950 as much from the pressure of expanding 
oil royalties as from the basic desire of raising living standards. Iversen 
considers the ideal rate of expansion as one which proceeds as rapidly as 
consistent with avoidance of inflation and maintenance of adequate exchange 
reserves; and he analyzes alternative courses of development. The reader 
is run through a Keynesian gauntlet of autonomous investment, induced 
effects, one-shot and continuous doses, marginal propensities, closed and 
open multipliers, accelerators and endogenous cycles. Whether the desired 
pace is maintained depends further on reaction-time lags, producer expecta- 
tions, and inventory policies. The way may also be littered with supply 
bottlenecks (e.g., shortage of skilled manpower and entrepreneurship). If 
local bottlenecks become generalized, development is retarded and cumulative 
wage-price inflation threatens. However, the reader is reassured, Iraq enjoys 
a unique advantage over other underdeveloped areas in its relatively large 
foreign exchange reserves. This permits it to plan for development without 
fear of balance-of-payments adversities, and to combat inflation by calling 
upon foreign supply sources. 

Having analyzed the situation of an underdeveloped area exposed to 
“advanced” ailments, the report considers the applicability of “modern” 
remedies. Credit policy is hampered by institutional obstacles (e.g., domina- 
tion of money market by foreign banks and absence of a capital market). 
Even if these were overcome, Iversen doubts whether credit policy in itself 
would be effective in containing generalized inflation. Fiscal policy is similarly 
found lacking. This leaves it up to the Development Board to plan its 
activities so as to balance approximately available supplies and total demand. 
Finally, Iversen considers whether Iraq should leave the sterling area in an 
attempt to preserve the purchasing power of its foreign-exchange assets and 
concludes that no clear gain would result, unless sterling becomes convertible 
or Iraq significantly increases its dollar earnings. Since neither possibility 
seems realistic at present, the country should concentrate on improving its 
bargaining position within the sterling area. 

It may be questioned whether the analytical apparatus employed comes to 
grips with currently, rather than potentially, relevant problems of under- 
developed areas, and whether sufficient attention has been paid to longer-term 
institutional adjustments necessary for effectiveness of modern policy pre- 
scriptions. 

SHELLEY M. MARK 

University of Hawaii 


Indian Village, By S. C. Dupe, with foreword by M. E. Opler. (Ithaca: 
Cornell University Press. 1955. Pp. xiv, 248.) 

“Instability” in the industrial labor force of underdeveloped countries is 

assumed to interfere substantially with the effective allocation of human 
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resources in a country developing its industries. High rates of absenteeism 
and turnover, low rates of labor productivity, poor work habits, plant indisci- 
pline are all phenomena associated with a work force recently settled in 
industrial centers. Most students trace the lack of worker “commitment” to 
the workers’ hybrid affiliations, partly industrial and partly agricultural, to 
the “village nexus.” It is argued that new industrial workers are often unable 
so sever the umbilical cord that ties them to the village. As industrial workers 
they appear motivated by the mores of the village rather than those of the 
city. They are “in the city but not of the city.” 

Study of the socio-economic structure of villages in underdeveloped coun- 
tries has a place in the study of economic development even if one rejects the 
“village nexus” hypothesis. After all, the majority of the economically active 
population of most underdeveloped countries is to be found in villages. It 
is there that underemployment and unemployment is most marked and it is 
in the villages that economic and social growth is to make its greatest strides. 

Dube’s /ndian Village provides the student of economic growth in under- 
developed countries with an excellent base line study of the social and eco- 
nomic life of a villager. 

Shamirpet is a village of less than 3,000 people located about twenty-five 
miles from Hyderabad, in South India. Although the author claims no par- 
ticular typicalness for it, Shamirpet possesses characteristics common to most 
rural communities in India. In its economic constitution Shamirpet shows 
features present in the villages of most predominantly agricultural countries. 
All aspects of village life are surveyed to ascertain to what extent social, 
economic and political changes currently taking place in India and the world 
are affecting it. Changes in the role of the family, the caste, the village 
council are reported with clarity and in language void of narrow professional 
jargon. Much emphasis is placed on the nature and change of ritual and on 
the web of family ties; yet at least 105 pages of the 235 pages of the text 
dea! directly with the economic structure of the village. 

Tube provides the reader with an occupational breakdown of the total 
population. The dependence of the great majority of the population on the 
productive activities of the few (only 336 people find full-time employment 
and produce the food consumed by the village); the extremely small num- 
ber of people engaged in activities not connected with agriculture (only 331 
persons find occasion to work in areas other than agriculture and of these 90 
are government servants); and the very high level of underemployment—all 
characteristic of the economy of underdeveloped countries—come vividly to 
the reader’s attention. 

Land distribution as well as that of other assets is discussed. So are the 
complex exchange relationships which show the carry-over of traditional divi- 
sion of labor and the role of caste. 

Shamirpet is no isolated center of the hinterland, being connected to the 
capital by no less than 12 busses which go through the village every day. 
Nor is the village economically independent: “the economy of the village is 
only partially self-sufficient” (p. 87). Consumers and producers goods (the 
weavers’ spindles) are imported from the nearby capital. Labor is exported 
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in the trickle of workers that bicycle to the capital to look for employment as 
often as to go to work. Precisely in the analysis of the village dependence on 
the rest of the world lies the book’s importance. Dube notes that: “For over a 
century ‘the timeless and changeless Indian Village’ has been the ideal of the 
romanticist” (p. 212). 

Changes that had been in the making in the last seventy-five or a hundred 
years and which became more marked after 1948 are looked at in detail. Al- 
though much concerned in social changes the author finds that most are trace- 
able to changes in the “material culture and technology” and argues from the 
readiness in accepting earlier changes that “it is justifiable to predict that 
given suitable conditions the tempo of change would greatly increase” 
(p. 235). 

The economic situation of present-day India whose rapid economic develop- 
ment has surprised many Indian and Western economists is made to hinge on 
the rapid “spreading of the market.” For an understanding of the phe- 
nomenon, in real terms, /ndian Village is a must for the student of economic 
development. 

Oscar ORNATI 

Cornell University 


Statistics and Econometrics 


Linear Aggregation of Economic Relations. By H. Tuer. Contributions 
to con. Analysis VII. (Amsterdam: North-Holland Publishing Com- 
pany. 1954. Pp. xi, 205. $5.00.) 

Aggregation theory is concerned with the relations between microtheory, 
macrotheory and aggregation procedures. Such procedures are constructed 
as definitions of macrovariables in the form of functions of a specified group 
of microvariables. Earlier studies in this field by Klein, Shou-Shan-Pu, and 
May established and discussed three distinct problems: (a) to determine 
aggregation procedures consistent with a postulated micro- and macrotheory; 
(b) to specify a macrotheory consistent with a postulated microtheory and 
postulated aggregation procedure; (c) to determine a class of microtheories 
consistent with a postulated macrotheory and specified aggregation procedure. 
For quite a number of years aggregation theory was neglected even as a few 
contributions were made on special topics in input-output analysis. The 
present book by a Dutch econometrician revives the discussion. It should be 
emphasized that a further investigation of the problems in the field is cer- 
tainly required, ¢.g., existing macrotheory contains relations between macro- 
variables which are inconsistent with generally accepted measurement pro- 
cedures of the variables involved. Such a further investigation is contained 
in this book, and let it be immediately stated that it is a well organized and 
clearly executed analysis. The author restricts his problem in two general 
directions: (a) he considers essentially linear models and linear aggregation, 
i.e., the case where macrovariables appear as linear forms of microvariables, 
and (b) by the particular choice of procedure for deriving relations between 
the micro- and macrostructure of a given class of phenomena. This procedure 
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may be termed “statistical” to distinguish it from another possible approach. 
The various chapters of the book unfold the logic of the chosen procedure 
in a series of cases with rising degree of complexity. 

After a general introduction the author discusses in three subsequent 
chapters three types of aggregation: aggregation over individuals, over com- 
modities and over time. The theorems obtained indicate a close connection 
between the formal structure of the three types of aggregation. The essential 
features of Theil’s analysis in these chapters can be summarized in the follow- 
ing way: Suppose there is postulated a set of microrelations connecting micro- 
variables y; with microvariables xj,. Aggregation procedures are postulated: 
macrovariable Y is the sum (weighted or not) of the y; and each X; is the 
sum of the corresponding x;, (with respect to #). Then it is postulated that 
the macrovariables are connected by a relation similar in form to the cor- 
responding microrelations. The problem now is to determine relations between 
the parameters of the micro- and the macrostructure. For this purpose a new 
set of auxiliary relations is introduced, defining each of the microvariables 
xj, as a function of ali the macrovariables X;. These relations have no eco- 
nomic meaning; they are introduced for “purely statistical” considerations. 
As a result of various substitutions and rearrangements we derive then the 
intercept-macroparameter as a sum of two components; the first component 
is the sum of the intercept-microparameters, and the second component is a 
multiple of the covariance between the intercept-parameters of the auxiliary 
regression and the slope microparameters. We obtain similarly the slope 
macroparameters as a sum of the average value of corresponding slope micro- 
parameters plus a term indicating a covariance adjustment, depending on the 
covariance between the slope-parameters of the auxiliary regression and the 
slope microparameters. Some important conclusions follow from this result. 
In general a macroparameter will depend on all the microparameters. Thus, a 
small macroparameter does not necessarily mean that the corresponding micro- 
parameters are small. A serious consequence of the “covariance adjustment” 
in the relation between micro- and macroparameters is the possibility of 
contradictions between micro- and macrotheories, i.c., that the reaction pat- 
terns in endogenous variables relative to given changes in exogenous variables 
will differ in the two schemes. Further, due to the derivation by means of the 
auxiliary regression, the “covariance adjustment” depends on the observed 
values of the microvariables. This implies that the macroparameters may 
change in the course of time even within a constant environment of micro- 
parameters. And as long as the “covariance adjustment” does not vanish, the 
estimates of macroparamenters will depend on the statistical methods chosen. 
Considering these troublesome results it is therefore interesting to note that 
there exist aggregation procedures in the form of fixed-weight sums of micro- 
variables which will eliminate the covariance adjustment. Consequently, for 
suitably chosen macrovariables, we find that the intercept macroparameter 
is just the sum of the corresponding microintercepts and the slope macropa- 
rameter just an average of corresponding slope microparameters. In Chapter 5 
the author turns to a discussion of aggregating a system of microrelations into 
a system of macrorelations. Some of the techniques developed by the Cowles 
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Commission are used in the context, and this then permits an application of 
previously established results to this case. Given are again a microsystem, 
aggregation of micro- into macrovariables, and a macrosystem in a form 
similar to the microsystem. In a first step the reduced forms of the micro- and 
macrosystem are obtained. Previously established theorems can be immedi- 
ately applied to these sets of reduced forms so that the parameters of the 
macroreduced forms become expressible in terms of sums of corresponding 
microreduced form parameters and some covariance adjustment. This makes 
the parameters of the macroreduced form dependent on the microstructure, 
and provided that the macrostructure is identifiable, the same property holds 
for every parameter of the macrosystem. Chapter 6 extends the results to a 
changing economy, i.e., an economy with a changing number of individuais, 
commodities and changing microparameters. By means of a division into sub- 
periods and an additional auxiliary relation involving the averages of the 
microvariables in each subperiod the former results can easily be extended, 
and the macrointercept and macroslope parameter appear as sums of weighted 
averages of certain other parameters. By a suitable choice of weighted aggre- 
gation the most troublesome features of aggregating within a changing micro- 
environment can be eliminated. Chapter 7 is devoted to an investigation of 
“perfect aggregation,” which is defined in terms of absence of contradiction 
between micro- and macrosystems. Perfect aggregation prevails if the aggrega- 
tion bias defined in terms of the covariance adjustments vanishes. There 
always exists a suitable choice of linear aggregation functions which will assure 
perfect aggregation. A concluding chapter summarizes the results and con- 
siders the relevance of aggregation analysis. 

This compactly and clearly written book which exhibits a high degree of 
econometric craftsmanship does not clearly answer one basic question for the 
reader. If in any given situation, microsystem, aggregation functions and 
macrosystem are given, then as a result of manipulating linear systems we ob- 
tain solutions for macroparameters in terms of corresponding microparam- 
eters only. Consistency requires that these relations be satisfied. But the 
author uses a different approach, by means of the auxiliary regression. Thus, 
a more explicit justification of his procedure in terms of the auxiliary functions 
would provide additional information to the reader. 

BRUNNER 

University of California, Los Angeles 


Einfiihrung in die Theorie der Zentralverwaltungswirtschaft. By K. Paut 
Henset. Schriften zum Vergleich wirtschaftlicher Lenkungssysteme. 
(Stuttgart: Gustav Fischer. 1954. Pp. viii, 234. DM 11.50.) 

Hensel’s study is a first major advance in the theoretical exploration of the 
planning mechanism of a centrally administered economy since the contro- 
versy initiated by O. Neurath, von Mises and Max Weber got sidetracked in 
various attempts to calculate the prices of productive factors by means of 
Walras’ and Cassel’s systems of equations and O. Lange’s later elaboration of 
a theoretical model of “competitive socialism.” Unlike these earlier attempts 
at a solution of the problem of economic calculation Hensel is always conscious 
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of the fact that different economic systems must be understood as different 
forms of economic organization which have their own specific techniques 
and procedures for the determination of the relative importance of aims and 
means and hence call for different theoretical models for the analysis and 
interpretation of the manner in which the problems of allocation and over-all 
coordination of the parts into a whole find a solution. 

In full recognition of the difficulties involved in any quantitative calcula- 
tion in natura (Naturalrechnung) and in full command of the familiar general 
conceptual framework which permits us to view economic reality in terms of 
its technical and economic interdependence, Hensel develops 2 theoretical 
model of the planning mechanism by drawing, like Eucken before him, upon 
the experiences of the German war economy. But unlike Eucken he considers 
the problems of central economic planning as basically solvable. The model is 
based upon many carefully drawn distinctions the most fruitful of which is 
probably that between the elaboration of the plans for the various economic 
units, their coordination into a centrally equilibrated over-all plan, and the 
actual execution of the plan as well as its effective control by a central plan- 
ning authority. 

Whereas the execution of the plan and its control are based upon accounting 
prices and upon calculations in monetary units, the elaboration of the indi- 
vidual plans and their coordination into a central over-all plan takes place in 
terms of a calculation in kind, which Hensel shows is the only possible and 
completely adequate form of economic calculation. After having chosen the 
length of the planning period and having tentatively determined the require- 
ments of direct goods in accordance with norms of consumption and the social 
preference scales of the central planning authority, the major task of the 
planning authority consists in the preparation of preliminary quantitative 
balances (Mengenbilanzen) which list the as yet tentative requirements oppo- 
site the available supplies and planned output of goods of all degrees of inter- 
mediacy. The next step is concerned with the translation of consumers goods 
into intermediate goods (including land and labor) by means of technical 
coefficients which express the technical input-output relations prevailing at 
the time. These technical coefficients enable the central planning authority to 
translate all quantitative plans for direct goods into as many quantitative 
balances of supplies and requirements as there are intermediate goods; in this 
manner it is possible to bring into the open the relative over-all scarcities of 
all goods in the form of deficits (or surpluses). 

The totality of these quantitative balances and their respective deficits not 
only show the technical interdependence as well as the competing character 
and complementarity of all ends and means but bring to light the critical 
shortages of original factors of production (bottlenecks). As such these 
balances are the prerequisites for the final establishment of (partial) equilib- 
ria of all individual plans by either reducing requirements or increasing out- 
put. This adjustment in the form of an equalization of planned output and 
requirement can take place only in the light of a final review of the original 
tentative determination of the relative importance of different aims whose 
competing character has been made visible in the light of the technical inter- 
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dependence and the complementarity of all aims and means revealed by the 
deficits of the quantitative balances. This final decision within the planning 
authority takes necessarily the form of a weighing of the relative marginal 
importance of different objectives which must be sacrificed (or are to be 
attained) as a result of the necessary substitution of scarce intermediate goods 
(ultimately the original factors labor and land) from one use in an alternative 
one. Once this decision has been reached the adjustment of the quantitative 
balances is complete, the coordination of all individual plans (for each group 
of commodities and factors) emerges automatically; the position of a “general 
planning equilibrium” is attained; a central over-all plan has been established. 

The important point is that the coordination and adjustment of the indi- 
vidual plans is solved beforehand within the central planning authority. The 
maximizing of “utility” takes place in the light of objectives of the authority. 
Hensel does not devote major attention to the question of the relationship 
between these objectives and those of individual households; however, he 
seems to imply that any adjustment of the plan to the wishes of individual 
households is incompatible (systemfremd) with the nature of a centrally 
administered economy. Inferences drawn from empirical data derived from 
centrally administered economies engaged in production for war and defense 
or for that matter rapid expansion of heavy capital goods industries may color 
our conclusions just as much as categories and generalizations applicable to 
one form of economic organization may mislead us. After all, the technical 
difficulties of establishing the preferences of individual households, for instance 
by public opinion polls, are much less formidable than the calculation of the 
technical coefficients involved in Hensel’s translation of consumers goods into 
goods of different degrees of intermediacy. 

It is not possible to develop this necessarily incomplete outline of the core 
of Hensel’s positive solution in greater detail. Suffice it to add that the book 
concludes with a comprehensive analysis of the problem of price formation and 
the role of monetary calculation, both of which play an important role not in 
the drawing up of the plan but in connection with the effective control of its 
execution—particularly in connection with the central finance plan and the 
related function of banks as central control agencies and the establishment of 
various types of incentives related to the reduction of money outlays in indi- 
vidual production units, the avoidance of social costs (diseconomies) and the 
mobilization of labor in accordance with the directives of the plan. 

A final part contains a useful comparative survey of the role and the method 
of economic calculation under conditions of decentralized market economies 
and centrally administered economic systems as well as a short section devoted 
to a penetrating survey of the evolution of the theory of economic calculation 
since Neurath advocated a calculation in natura during the second decade of 
the century. 

The whole study is a vivid demonstration of what comparative economic 
analysis in terms of ideal types and models can achieve if it stays close to 
the nature of the case and if it steers clear of the danger of utilizing uncriti- 
cally modes of thinking adequate for the analysis of one kind of economic 
order as well as normative prejudgments of all kinds which have nothing to 
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do with the problem at hand. The author’s theoretical solution of the problem 
of economic calculation will receive valuable support in practice by the cur- 
rent work in the field of input-output analysis of which Hensel was apparently 
not aware. 

K. Kapp 


Brooklyn College 


Business Fluctuations; Prices 
Regularization of Business Investment. A Conference of the Universities- 
National Bureau Committee for Economic Research. Edited by MELVIN 
pe CuHazeav. (Princeton: Princeton University Press. 1954. Pp. xxvi, 513. 
$8.00.) 
The present volume makes available the papers and comments presented at 
a two-day conference sponsored by the Universities-National Bureau Commit- 
tee for Economic Research to explore what contribution private business firms 
might make, in their own self-interest and without collusion, to our national 
econoinic goals of sustaining high levels of income and productive employment. 
The conference grew out of the concern of the members of the planning com- 
mittee that in the historical context of the Great Depression, the war and the 
fears of the postwar years, economists and the public generally had perhaps 
been so preoccupied with the primary responsibilities of the government for 
stabilizing business conditions that inadequate consideration had been given to 
the potential contributions private business itself might make to this objective. 
That something worthwhile might be accomplished outside of government 
along these lines was suggested by the progress business had already made in 
reducing seasonal instability in production and employment and by the in- 
creasingly broad and constructive view many businessmen were known to be 
taking of their management responsibilities. But little serious consideration, 
either in academic or business circles, had been given to the question of just 
what responsibility private enterprise could prudently accept and reasonably 
be expected to discharge for reducing the severity of the cyclical declines in 
employment and business volume. Any possible contributions of business itself 
to reducing cyclical instability would further reduce the basis for some of the 
most serious indictments of the system. There was also some feeling in the 
committee that to the extent feasible, such action by business itself might be 
needed to reduce the dependence on government action which, while promoting 
sustained high levels of income, might weaken our private enterprise system. 
The conference brought together an impressive group of academic and busi- 
ness economists. Viewed as a whole, the volume provides much the best in- 
formed, broadly based and penetrating analysis of this subject matter so far 
available. While it is inevitable that not all of the papers come up to the high 
standards characterizing the volume as a whole, even the thinner papers pro- 
vide fresh material that must be reckoned with. Every serious student of the 
* The introduction to the volume makes the point that “professional literature is replete 
with analyses of and recommendations for government action and policy, but too little 


attention has been given to the impact of such proposals on the functioning, let alone 
the strengthening, of our private enterprise system” (p. xv). 
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business cycle and of stabilization policy for many years to come will need to 
be familiar with the papers in this volume. This is true as much for the issues 
left unresolved and for the suggestions of gaps in our knowledge and needs for 
further research, as for the important positive contributions made in the 
papers. In this connection, special attention should be given to the editor’s 
introduction and the excellent “appraisals” of the conference by Don Wood- 
ward, Adolph Abramson and Ruth Mack in the final section. 

Because of the broad range of material and analysis involved in the central 
issues of the conference and the generally high quality of the individual 
papers, the volume will also be a valuab‘e reference for a much broader audi- 
ence than would be primarily concerned with the specific problem of stabiliza- 
tion policy. The numerous insights provided concerning the way in which busi- 
ness decisions regarding investment outlays are made, and concerning the 
character and impact of important noneconomic and organizational factors 
bearing on these decisions are particularly valuable. Melvin de Chazeau’s 
paper, which summarizes the materials gathered in his extensive field work on 
the investment policies and decision-making of some 45 leading companies 
under the auspices of the Committee for Economic Development, is outstand- 
ing in this respect, as well as in its wise and judicious analysis of the broader 
subject of the conference. In the words of one of the discussants from business, 
this paper “reflects a familiarity with the meanings, process, and functions of 
the modern business concern and the private enterprise system that would be 
remarkable for an academic economist even if it were not as rare as it un- 
fortunately is.” This paper will surely rank with the studies of investment 
behavior by Ruth Mack, George Terborgh, Walter Heller, and Michael Gort, 
for economists concerned with corporate investment policy and industrial or- 
ganization. Kent T. Healy’s paper on capital investment in railroads is also 
especially valuable for its combination of new material, careful analysis and 
a rich insight into the actual decision-making processes involved. Within the 
framework of more orthodox considerations and therapy, Joel Dean provides a 
broad and penetrating analysis of the financial implications for the firm of 
shifts in the timing of its investments. 

The volume also provides important material concerning the effects of flows 
of funds upon the volume of investment, and the possibility of regularizing 
investment through changes in the financial policies of both business firms and 
private financial institutions. The generally excellent discussion of these 
matters in the paper of Jacoby and Weston is somewhat weakened however by 
failure to allow for the increases in funds from operations which business firms 
would have enjoyed had investment expenditures in fact been stabilized, as 
they assume in the rest of their calculations. Albert G. Hart gives a brief but 
highly suggestive list of government measures to promote regularization in 
private investment and B. H. Higgins reviews the efforts made along these 
lines in other countries. Brozen takes up the impact of technological change on 
the time pattern of business investment along with policies to stabilize invest- 
ment in the face of erratic technological development. Abramovitz points up 
the implications of his research into business inventory policies on the stabi- 
lization problem in stimulating fashion and Millard Hastay provides a good 
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brief summary of the National Bureau’s research of the cyclical behavior of 
investment outlays. Economists interested in any of these related problems as 
well as those concerned with the primary issue posed for the conference itself 
cannot afford to overlook the valuable material and analysis in this volume. 
JouHN LINTNER 
Harvard University 


The Great Crash, 1929. By JouN KENNETH GALBRAITH. (Boston: Houghton 
Mifflin Co. 1955. Pp. ix, 212. $3.00.) 

In this little book Galbraith boldly enters Error’s den to do battle with one 
of her more innocent looking, but actually very dangerous, offspring, Com- 
placency about a Speculative Boom in Stock Prices. Doubts about the reality 
of this particular beast should have been dispelled by the reaction to the Ful- 
bright Committee hearings last March. Then, as in the ’twenties, the mere 
suggestion that stock prices might be going up too fast was treated as nonsense, 
or perhaps something even worse, both by the speculators themselves and by 
those leaders of business and government who confuse the prosperity of stock- 
market speculators with the prosperity of the whole economy. We must be 
profoundly grateful to Galbraith, Eccles, and the others who spoke out clearly 
and courageously about the dangers of the developing boom. 

The Great Crash amplifies and reinforces Galbraith’s testimony before the 
Fulbright Committee. His primary purpose, he tells us, is to recount the story 
of the great stock market boom of the late ’twenties and the crash which 
followed. This he does in a way to bring out the full drama and color of that 
most dramatic and colorful episode. In telling the story he also effectively 
points the moral: first, a boom once it has come to feed upon itself, i.e., once 
the rise in prices has come to depend on the expectation of a further rise, is 
inherently unstable; and, second, a major break in the stock market is bound 
to have serious repercussions on business activity in general. The book is so 
well written and its lesson is so clearly developed that the chances are excellent 
it will justify the hope which its author expresses in the opening chapter: 

Since 1929 we have enacted numerous laws designed to make securities 

speculation more honest and, it is hoped, more readily restrained. None 

of these is a perfect safeguard. The signal feature of the mass escape 
from reality that occurred in 1929 and before—and which has character- 
ized every previous speculative outburst from the South Sea Bubble to the 

Florida land boom—was that it carried Authority with it. Governments 

were either bemused as were the speculators or they deemed it unwise to 

be sane. . . . The wonder, indeed, is that since 1929 we have been spared 
so long. One reason, without doubt, is that the experience of 1929 burned 

itself so deeply into the national consciousness. It is worth hoping that a 

tag such as this will keep bright that immunizing memory for a little 

onger. 


The book’s only weakness is in a very real sense a product of its great 
strength. The author becomes so absorbed in the fight with his chosen an- 
tagonist that he allows another of Error’s brood, Oversimplification of Eco- 
nomic Processes, to escape practically unscathed. 
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Until the middle of the nineteen thirties depressions were generally ex- 
plained in one of three ways: as part of a natural and inevitable rhythm in 
economic activity, as the product of stupidity and mismanagement on the part 
of foreigners, as the result of the collapse of a boom in stocks or real estate. In 
the early years of the Great Depression, Republicans generally favored the 
first two explanations, Democrats the third. Neither found its diagnosis of much 
use in devising measures to stimulate recovery. Republicans put their faith in 
time and the tariff, Democrats in the S.E.C. and other financial reforms. Both 
felt bewildered and frustrated by the ineffectiveness of these remedies. 

The Democrats did, of course, try other things too, some of which turned 
out to be much more useful in helping to get us out of the depression. But their 
approach was largely a hit-or-miss sort of thing and many of them were never 
clear as to which measures had contributed to recovery and which had not. 

We have learned a great deal in the last twenty years, thanks to the work of 
Keynes, Hansen, Currie, Samuelson, and others, about the causes of both 
depression and recovery. Galbraith refers to some of this work in his last two 
chapters. But the references are too brief to mean much to readers who are not 
already familiar with modern income and employment theory. For instance, 
many economists think that the leveling off of consumer demand in the late 
*twenties for such major products as automobiles and houses was, through its 
effect on investment, quite as important a cause of the depression as the col- 
lapse of the stock-market boom. Galbraith’s only reference to this phenomenon 
is in a footnote (p. 181)—scarcely enough to make much impression on the 
uninitiated reader. Most readers will, I am afraid, come away from this book 
with no greater understanding of what causes depressions than they might 
have had in 1929, or 1893, or 1837. Their overwhelming impression will be 
that depressions are, as the history books say, the result of “excessive” or 
“wild” speculation in stocks, or railroad building, or Western lands. An im- 
portant element of the truth, no doubt, and one that should be re-emphasized 
for each succeeding generation, but scarcely the whole truth. 

It is perhaps illegitimate to complain because the author of a thoroughly 
good book has not written another and even better book. I cannot help re- 
gretting, however, that while he was striking such a telling blow for economic 
sanity Galbraith let slip the opportunity to strike a blow also for economic 
sophistication. 

ALAN SWEEZY 

California Institute of Technology 


Economic Fluctuations. By Maurice W. Lez. (Homewood, IIl.: Richard D. 
Irwin. 1955. Pp. xviii, 633. $6.00.) 

Economic Fluctuations is designed for a one-semester course for either 
liberal arts or business administration undergraduates. It does not presuppose 
too much training in economic analysis, other than what might be supplied by 
an adequate introductory course. Its subject matter is sufficiently varied, yet 
with simplified descriptions, so that it can be understood by the newcomer and 
also be of interest to the concentrator. 

The sections cover (in the following order) the nature of economic fluctua- 
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tions; the history of economic fluctuations in the United States; the nature 
and use of the national income accounts; business cycle theories; economic 
stabilization; forecasting; and international economic stabilization. The sta- 
bilization chapters also include the problems of a war (or siege) economy, and 
a recognition that such circumstances are no longer unique events. This reader 
in particular was pleased to see the international aspects treated as a major 
part, rather than as an addendum to the theoretical section. The author is also 
to be commended for his frequent cautions on the gap between theory and its 
application and the complexities involved in any policy implementation. 

For the instructor relying on this text the end of each chapter contains 
many good essay questions, although some would be difficult to answer with- 
out the material contained in subsequent sections. 

Quite a bit of space is allocated to the Keynesian concepts, and an excellent 
summary discusses the instability of the consumption function. In fact, most 
of the major concepts associated with macroeconomics are treated quite well. 
Unfortunately, their integration into a coherent theory is not as successful; it 
is doubtful if the average student will grasp the process fully without further 
explanation by the instructor. The author could also improve his exposition of 
the equality of savings and investment. 

There are other defects, some of which can be remedied quite easily by 
anyone selecting the book, but others would require revision in a new edition. 
The major structural deficiency is the placing of the historical before the 
theoretical sections. It would be difficult to have much of a classroom discus- 
sion of the former without first having available some analytical aids. For 
example, the open market operations of the ’20’s are discussed on page 206, 
but their influence on the banking system and the economy in general is not 
explained until pages 458-59. Similarly, the historical section has frequent 
references to fiscal policy, well before its cyclical effects are covered. 

Although most of the theoretical summarization is satisfactory, two areas in 
particular could be improved: those concerned with Wicksell and the natural 
rate of interest, and liquidity preference. The latter should certainly be 
expanded, in view of its crucial role. Greater space could also be given to sup- _ 
pressed inflation and its control. ; 

The book also suffers from minor lapses and errors which can easily be 
remedied. For example, page 392 refers to a nonexistent accompanying chart; 
page 478 refers to a table containing both long- and short-term rates, but only 
the former are given; while a reference to Fisher on page 327 could not be 
found. 

Regrettable, too, is the repetitiveness at times of the style. Occasionally a 
short explanation is followed by a summary practically repeating the idea 
almost word for word. Or sloppy phrasing leaves the reader in doubt as to just 
what is meant; to illustrate, on page 486 the student would be puzzled whether 
the increase in the public’s holding of the government debt meant the public, 
as stated, or the commercial banks, as is meant. Similarly, the anecdote (p. 84, 
fn. 1) will be lost unless it is realized that reference is being made to a least- 
squares curve. 

However, these defects actually are merely annoying, for the text is other- 
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wise very acceptable. The general tone is eclectic and cautious, a quality of 
the book with which this reviewer is most sympathetic. The theoretical mate- 
rial is summarized compactly, avoiding the excessive length that make 
compendia of so many works. The historical and factual discussions are gen- 
erally quite clear, so that the cause and effects can be readily followed, espe- 
cially since the author provides so many charts and short tables. These can 
also serve for classroom problems, since enough are supplied to allow for 
divergent interpretations and policy recommendations. For this alone the busy 
instruct or should be thankful. 
Epwarp Marcus 
Brooklyn College 


Money and Banking; Short-Term Credit; Consumer Finance 


Quelques enseignements de Vévolution monétaire francaise de 1948 & 1952. 
By Prerre Dreterten. Centre d’Etudes Economiques. Etudes et Mem- 
oires No. 19. (Paris: Librairie Armand Colin. 1954. Pp. 232. Fr. 750.) 


In seeking the lessons of France’s monetary developments from 1948 to 
1952, Mr. Dieterlen has done a very valuable piece of research. He reviews, in 
the first part of the book, the theoretical prolegomena, which he exposes, how- 
ever, not as a self-contained body of doctrine but rather as a framework within 
which he discusses, in the second part, the various phases and aspects of 
France’s monetary developments, and, in the third part, its monetary policy. 
Throughout the book, he seeks in France’s monetary experience the funda- 
mental lessons and their implications for monetary policy today. 

The gist of the author’s observations is that, during recent years, inflation in 
France was attributable not so much to the government deficit, the rise in 
wages, and the continued large volume of fixed investment, as to speculative 
and precautionary motives that prompted businessmen to exploit adroitly all 
of these phenomena by shifting from cash into nonmoney assets—and by 
borrowing to acquire such assets—in anticipation of market conditions, price 
movements, etc. Such moves by businessmen could not always be effectively 
countered by monetary policy alone. In Dieterlen’s opinion, the credit controls 
adopted in France prevented a hyperinflation at the time of their establish- 
ment in 1948 and again in 1951, but were unable to prevent, after the Korean 
outbreak, a greater degree of inflation in France than in other European 
countries—largely because of the “safety valves” that rendered these controls 
partially ineffective, since both the government and business, each for reasons 
of its own, were reluctant to accept more stringent restraint. The crucial im- 
portance of speculative and precautionary motives as the inflationary factor 
in contemporary France is also attested, but in a negative way, by develop- 
ments in 1952 and 1953: as business sentiment and expectations became at 
that time less “speculative,” even the combination of a persistent government 
deficit financed to a large extent by recourse to the banking system, of political 
uncertainty, of social unrest, and of course, of easy money, failed to give rise 
to any inflationary strains. 
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Institutional, political, and psychosociological forces must undoubtedly be 
taken into account in any realistic study of inflation in the contemporary 
world. Dieterlen’s effort to enliven abstract economic analysis and the interpre- 
tation of monetary data with continuing reference to the “real” world is there- 
fore to be welcomed. Yet I wonder whether, in discussing the inherent limit- 
ations on monetary policy in France, he does not take too much for granted. 
True enough, for reasons that are well known, monetary and fiscal policies in 
France are not complementary; in effect, monetary policy, in addition to its 
proper tasks, has also the task of offsetting the inadequacies of fiscal policy. 
Nevertheless, while recognizing the tremendous difficulties of monetary policy 
in France, the question may well be raised whether creeping inflation, however 
tempered it may be by periodic pauses, is as inevitable as Dieterlen seems to 
imply. Exception should, I believe, also be taken to some of his interpretive 
comments. For instance, he regards quantitative credit controls as something 
different from discount and open-market policy, thus confining such controls 
to rediscount ceilings and primary and secondary commercial-bank reserve re- 
quirements and their variations—as if discount and open-market policies were 
not quantitative credit control instruments par excellence. Furthermore, he 
seems to have somewhat greater confidence in qualitative credit controls, 
unaided by general monetary restraint, than appears warranted in the light of 
the postwar experience. Finally, his scepticism about the effects of interest rate 
fluctuations, even though seemingly corroborated by recent developments in 
France, appears unduly generalized. 

Altogether, Dieterlen’s book is a very valuable contribution to the recent 
literature on money. His theoretical framework is not only well presented, but 
also refreshingly full of new insights; his statistical analysis ingenious; and his 
discussion of policy problems illuminating. It is a most helpful book, which 
deserves to be studied carefully not only by those interested in France, but 
by anyone who wishes to keep abreast of current thinking in the field of money 
and banking. 

M. A. Kriz 

New York, N.Y. 


Trends in Consumer Finance. By M. R. Netrexp. (Easton, Pa.: Mack Pub- 
lishing Co. 1954. Pp. xiv, 142. $6.00.) 

M. R. Neifeld’s “Trends in Consumer Finance” is a comprehensive study of 
small loan companies, whose lending operations account for about 6 per cent 
of total consumer credit outstanding. The title of the book is somewhat mis- 
leading since the term “consumer finance” normally refers to the broader scope 
of consumer savings and credit. 

Neifeld traces the development of small loan companies in the United States 
under the Uniform Small Loan Law. He discusses volume of loans made, re- 
payments, receivables, charge-offs, expenses including advertising, interest 
charges and earnings, capitalization, and profits. Neifeld presents a typical 
small loan company, shows its “break-even” size and the loan-mix by size of 
-oans. The book also covers the characteristics of small loan company borrow- 
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ers, the reasons for borrowing, and the security used for loans. These facts are 
presented in tabular and graphical form, many from 1°38 through 1952, on 
both a national and state-by-state basis. Much of this statistical information 
was not available heretofore. Special compilations were prepared by state 
banking officials at Neifeld’s request and numerous gaps were filled by careful 
estimating on the author’s part. 

This book makes a real contribution to our statistical knowledge of small 
loan companies and the role they play in today’s society. It should serve as a 
valuable source of information for anyone interested in consumer lending. 

Duncan McC. HoLttHAUsEN 


Tenafly, N.J. 


Money, Banking and the Financial System. By Mitton L. StoKEs and Cart 
T. Artt. (New York: Ronald Press. 1955. Pp. vi, 670. $6.00.) 

The increasingly troublesome “book surplus” problem places a heavy re- 
sponsibility on the writers of any new text, especially in the field of money and 
banking, to justify their action by making explicit the nature of the contribu- 
tion they feel they are making to the cause of education. 

In the case of the book now under review the authors maintain, quite 
rightly, that the chief handicap of the student of money and banking “is a 
tendency to forget the central theme of the subject, namely the role of money 
and financial institutions in the determination and fluctuation of price and 
income levels.” Such students, they say further, “need an explicit frame of 
reference for understanding and relating the various aspects of an admittedly 
complex subject.” This “frame of reference” is provided most adequately by 
the first four chapters of the book which give a very lucid discussion of mone- 
tary theory designed especially to “show the strategic importance of the flow 
of money expenditures as a determinant of price levels, income, and outnut.” 
This inherently difficult material is presented in terms that should be readily 
grasped by any student who has had a minimum of an eiementary course in 
economics. 

This introductory section, which comprises about 15 per cent of the entire 
book, is followed by chapters of a more descriptive nature that cover all the 
topics traditionally taught in a course in money and banking. The teacher of 
the subject will be particularly interested in the arrangement of this material 
designed to make the book more flexible in use. It could very well be used for 
a one-semester course by omitting the sections on international economics and 
trade, on money markets, and the financing of investment and consumer ex- 
penditures. These topics are very often taught in separate courses anyway. 
On the other hand, by dealing with certain sections more intensively and by 
providing a moderate amount of outside reading, the text could well serve the 
needs of a full-year course. 

For those who still believe that a student will gain a better understanding 
of today’s problems through a study of the evolutionary development of our 
monetary and banking institutions, there are several good but somewhat brief 
historical chapters. The two on the development of monetary standards in the 
United States and the three on the historical development of commercial and 
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central banking provide a background and perspective which should make 
for a more intelligent study of the material that follows. 

The practice of introducing certain “panoramic” chapters giving a broad 
outline of the subject and following these with other chapters presenting the 
more detailed analysis and description should enable the student to orient 
himself better and make his reading more fruitful. 

The book is written in an easy flowing and, in spite of its dual authorship, 
even style which should make an especial appeal to the undergraduate student. 
There is a nice balance maintained between theoretical analysis and the 
mechanics of operation of the various institutions treated. 

WALLACE WRIGHT 


lowa State College 


Business Finance; ce and Security Markets; Insurance 


Investment Principles and Policy. By Ratpu R. Pickett and MarsHatt D. 
Kercuum. (New York: Harper and Brothers. 1954. Pp. ix, 820. $6.00.) 
This textbook is intended for college students and for investors interested 
in acquiring a knowledge of the basic principles of investment. The volume 
is well written, comprehensive in coverage, and it constitutes a useful addition 
to the other existing textbooks in a field that is once again receiving increasing 
attention by both college students and the public at large. Economists, in 
particular, will be gratified by the sophisticated treatment given to the study 
of business fluctuations and to the forecasting of business trends. 

The usefulness of the book, however, is limited by the decision of the 
authors to refrain from discussing investments from the viewpoint of the 
institutional investor as distinguished from the individual investor. This is a 
defect not only because a substantial part of the professional students of in- 
vestments are likely to find employment with the investment departments of 
life insurance companies, pension funds, mutual funds, etc., but especially 
because the operations of these institutional investors have a profound effect 
on the behavior of the securities markets. This was brought out emphatically 
at the recent hearings before the Senate Committee on Banking and Currency 
on the stock market which constitute an essential supplement to all existing 
textbooks on the subject. This omission is all the more regrettable because 
the book is of inordinate length. Such length is hardly necessary in a field in 
which the daily financial section of the newspapers, annual reports of corpora- 
tions, and a flood of releases by investment houses are readily available as 
supplementary sources of information. 

In its discussion of the instruments of finance (Part II), the book gives a 
more specific discussion of common stocks by industries than most other text- 
books and this is all to the good. However, the short shrift given to the specific 
problems of the petroleum industry in the chapter on mining securities is 
puzzling in view of the fact that petroleum shares tend to constitute the largest 
proportion of the typical investment portfolio. 

WERNER BAER 


Hunter College 
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Public Finance 
Essays in Public Finance and Fiscal Policy. By GERHARD Cot. (New York: 
Oxford University Press. 1955. Pp. xvii, 367. $4.75.) 

When Gerhard Colm came to the United States from Germany in 1933, he 
had already attained a substantial publication record dating over more than 
a decade, with emphasis on public finance, but with ramifications extending 
into such fields as international trade and sociology. His move to the United 
States did not interrupt his flow of writings, and articles on principles of gov- 
ernment expenditures and taxation and upon depression fiscal policy began 
to appear in the American journals. His study of the distribution of tax burden 
by income class, made with Helen Tarasov for the Temporary National Eco- 
nomic Committee, was the first systematic study of this question in the United 
States. The war and postwar period saw increased emphasis in his writings 
on fiscal policy in inflationary periods, the governmental sector in the na- 
tional income accounts, the national economic budget, and projections of 
income flows into future periods. From his early affiliation with the New 
School for Social Research, he moved on to various governmental agencies, 
including the Bureau of the Budget, and finally, the Council of Economic 
Advisers, where he served as chief expert in the field of public finance. When 
the Council was reorganized as a result of the change in administration, he 
left the government service to become chief economist of the National Plan- 
ning Association. 

In this volume of essays, seventeen of Dr. Colm’s articles, written between 
1934 and 1953, are reproduced, together with one new essay prepared for the 
volume. Except for elimination of some sections involving excessive duplica- 
tion, the material is reproduced in unchanged form. The primary emphasis 
is upon fiscal policy and economic stabilization, with eight articles on this 
subject. Three articles deal with national income accounts and the national 
economic budget, four with principles of government expenditures and taxa- 
tion, and three with the general nature and role of economics and public 
finance. Unfortunately no material was reproduced from the study of tax 
burden. 

The earlier essays emphasize the extent to which Colm broke away at an 
early date from the narrow confines of traditional public finance to study the 
economic effects of governmental expenditure and tax programs, and to ad- 
vocate the use of fiscal policy as a deliberate instrument for gaining greater 
economic stability. But he was never an extreme exponent of functional 
finance; throughout his writings he emphasized the obstacles in the way of 
successful fiscal policy, together with the problems created by the conflict of 
the goal of economic stability with other economic goals, and the difficulties 
of trying to solve by fiscal policy the problems created by other disturbances 
in the economy. Colm was one of the first to stress the possibility of tax adjust- 
ments as an instrument of fiscal policy, in the period in which the whole 
emphasis was placed upon expenditure aspects. He recognized the importance 
of flexibility in the operation of fiscal policy, with adjustments in terms of 
changing conditions, and the ever-present need for evaluating policies in terms 
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of a dynamic, rather than a static, economy. He has likewise stressed the need 
for measuring, quantitatively, the various income flows and the precise effects 
upon them of governmental policy, and for the projection of the data into the 
future. 

So far as the role of economists is concerned, Colm’s point of view represents 
the opposite extreme from that of Lionel Robbins. To Colm the traditional 
dichotomy between goals and means is an artificial and unworkable one; the 
economist must consider both, and is under obligation to make policy recom- 
mendations, not merely to evaluate alternative means of reaching given goals. 
Deliberate intervention by the government in economic affairs is regarded as 
necessary, and not incompatible with the maintenance of democratic institu- 
tions. In his work with respect to various types of taxes, Colm argues that the 
concept of equity in taxation must be developed in terms of the particular 
stage of economic and political development of the country. In conformity 
with this thesis, he defends the corporation income tax on the basis of the 
argument that at present the government is essentially a partner with business 
firms in the conduct of economic activity, and thus is entitled to a partner’s 
share of the profits. To many, including the reviewer, this argument is nothing 
more than a flimsy rationalization of the actual treatment of corporate income. 

The essays clearly reveal Colm’s breadth of vision and interest, and the 
development of his philosophy of public finance over two decades. But his 
ability to see the over-all picture, and to break through traditional confines 
of analysis exceeds the strictness of his logic. The analysis never attains a high 
level, and abounds with broad unsupported generalizations. His greatest con- 
tributions have been those of emphasizing the need for seeing interrelationships 
of the governmental and private sectors of the economy, in stimulating others 
to more penetrating analysis, and in popularizing, especially in government 
circles, the new doctrines of fiscal policy. Along these lines his contribution 
has been substantial, and the present book may be regarded primarily as a 
tribute to this feature of his work, rather than as a contribution to the subject 
matter of public finance. The excessive repetition which still remains, and the 
lack of comprehensiveness of coverage make the book of little value for class- 
room purposes. 

Joun F. Due 

University of Illinois 


The Redistribution of Income in Postwar Britain—A Study of the Effects of 
the Central Government Fiscal Program in 1948-49. By ALLAN M. 
CarTTER. (New Haven: Yale University Press. 1955. Pp. viii, 242. 
$5.00.) 

This book seeks to interpret the alteration by government taxing and spend- 
ing of the size distribution of family incomes in what may well have been 
the peak year of redistribution by the Labour government. By his careful 
inquiry Professor Cartter has contributed to the understanding of a subject 
of wide interest and has advanced comparative study in the field of income 
distribution, building solidly upon the earlier work of a small group of econ- 


696 THE AMERICAN ECONOMIC REVIEW 


omists. Using the findings of Tibor Barna and John H. Adler and others he 
is able to present the 1948-49 experience in the perspective of prewar British 
and prewar and postwar American experience. 

The leading conclusions reached by the author may be briefly summarized 
as follows: 

1. It should be noted to begin with that out of a total national income of 
£9.8 billion the central government collected in taxes and disposed of £4.1 
billion. 

2. All taxes taken together, including a special capital levy, were found to 
have a progressive effect, ranging from 24.5 per cent of the total of “private 
income” received by those in the lowest income group (under £135 of taxable 
income) to 106.6 per cent for those in the highest income group (£20,000 
and above). (Table 12, p. 44.) 

3. All central government expenditures taken together were found to be 
distributed regressively. The group receiving under £135 of taxable income 
“received” benefits equal to 92 per cent of the total “private factor income” 
received by the group, while those in the £20,000 and over group received 
benefits equal to only 10 per cent of their incomes, assuming that the in- 
divisible benefits (military, etc.) were distributed proportionally to “net 
private income.” (Table 17, p. 53.) 

4. “The breakeven point, or the income at which the average taxpayer con- 
tributed in taxes exactly the amount which the government spent in his behalf, 
fell somewhere between about £550 and £650 of taxable personal income. (In 
terms of private income, including undistributed profits, the breakeven point 
was between £700 and £800.)” (P. 63.) Cartter observes that “. . . one can 
fairly safely conclude that about 80% of the population was on the gaining 
end, and at least 10% was on the losing end” (p. 120). 

5. Excluding indivisible benefits, which comprised £2.4 out of the £4.1 
billions expended, the breakeven point was, of course, lower, at about £225 
of taxable income. This means that as far as tangible benefits to individuals are 
concerned only about 25 per cent of the population showed net gains over what 
they paid in taxes (pp. 54, 120). 

6. A summary view of the extent of the total redistributive process may 
best be afforded by the proportion that posttax and postbenefit incomes were 
of pretax and prebenefit incomes. The posttax and postbenefit income total 
for the group having less than £125 of taxable income was 156.7 per cent of 
the pretax and prebenefit total of income. For the group having incomes over 
£20,000 the comparable percentage was 12 per cent, including the effect of 
the capital levy. (Table 25, p. 63.) Of the national income 13.1 per cent was 
“lost” by some income groups, in the sense that taxes exceeded benefits, and 
gained by others (p. 79). 

7. Comparing the situation with 1937 Cartter found that there was slightly 
less inequality pretax in 1948-49 than in 1937. But, “. . . redistribution appears 
to have been greater in postwar Britain in absolute terms and relative to the 
national income but slightly less per pound of tax revenue raised” (p. 79). 

8. In comparing the British experience with that of the United States, 
Cartter found that, after adjusting U.S. data to show the same governmental 
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functions as those performed by the British central government, “Both before 
and after the war the redistribution of income was substantially greater in 
Britain. Combining a somewhat more equal initial distribution in postwar 
Britain with a greater redistributive effort, we find that the distribution of 
final consumer income in postwar Britain was considerably less unequal than 
in the U.S.” (pp. 91-92). 

9. In addition to the immediate redistributive policies, there are long-run 
programs designed to reduce inequality, which Cartter examines. “. . . the 
expansion of environmental services and the gradual decline in large in- 
heritances, if these are permanent features, will undoubtedly have a tendency 
to diminish extreme inequalities of opportunity for future generations” 
(p. 110). Also, it is emphasized that “. . . there is present in Britain an addi- 
tional force not included in the previous estimates redistributing incomes to 
persons with large families” (p. 116). 

A study of the redistribution of income requires not only considerable eco- 
nomic deductive analysis but also intimate knowledge of the tax and expendi- 
ture programs. Further, the study can only be as good as the basic data on 
income distribution, capital holdings, and consumption patterns allow. The 
difficulties of seeing the problem as a whole are magnified many times when 
the attempt is made to compare across time and across national boundaries. 
Because of the many difficulties confronting the researcher in this field the 
reader is cautioned against easy acceptance of these conclusions, particularly 
the comparative statements, as “facts.” 

Although Cartter provides in Part II of his book a seemingly exhaustive 
presentation of his methods, there are a number of leaps from sketchy data 
to complete estimates which emphasize how much individual interpretation is 
involved. To this reviewer the most glaring example of such “interpretation” 
is the easy move from a taxable income distribution to a number of other 
income distributions, which are then used as the basis for comparative study. 
One of the methods used is to “sandwich” various types of nontaxable income 
into taxable income brackets without making any estimates of numbers of 
income recipients who might be in the newly created income bracket. The 
result is that the income recipient column does not match up in any known 
way with the income columns. (See pp. 137-51.) No sources are cited for 
a number of income distribution tables and graphs presented throughout the 
book. (For example, see Figures 5 and 6 on pp. 75-76.) 

While a factual study of income redistribution among income groups pro- 
vides only limited insight into the qualitative change in social arrangements 
brought about by the modern “welfare state,” such a study is basic to ap- 
preciation of the directions in which we are moving. 

Ropert J. LAMPMAN 

University of Washington 


The Problem of the National Debt. By Evwarp Nevin. (Cardiff: University 
of Wales Press. 1954. Pp. 115. 6s.) 

This compact little book essays two tasks: determining empirically the 

distribution of interest payments on the British national debt, and proposing 
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a reform of the debt structure to make it a more effective instrument of eco- 
nomic policy. Details of the empirical study will probably be welcomed by 
British readers, but Americans will find this section heavy going. However, 
Dr. Nevin finds the pattern of distribution to be similar to that of other ad- 
vanced nations, so that the proposals based on his findings are of general 
validity and interest. For some reason, he does not present any data on dis- 
tribution measured by capital value, although that would have been relevant 
to his subsequent discussion. 

Over 20 per cent of the interest is currently paid to government agencies 
(including the Bank of England). Since this leads to budgetary confusion 
and irrationality, he recommends an end to this method of financing public 
services. Another 10 per cent of the interest goes to commercial banks, repre- 
senting a subsidy for banking services. The author recommends that non- 
transferable securities be issued for bank ownership, the interest determined 
openly by the subsidy required for the public services they perform. The 
securities would have no maturity dates, but the banks would be permitted 
to cash them in at par after a suitable notice period, or to cash them on de- 
mand at a discount. The government might redeem these at par after giving 
the same notice, or on demand at a premium. 

For the private owners of the debt, special issues would also be devised. 
Institutional investors, such as insurance companies, could continue to hold 
long-term marketable issues with specific maturities. For individuals, non- 
transferable personal certificates would be issued in small denominations, with 
redemption and call features similar to the bank issues. These features would 
protect against a mass demand for redemption. 

These measures would very largely isolate each of the major sectors of debt 
ownership and would facilitate the exercise of monetary policy by permitting 
the government to deal directly with each independently. Unnecessary turn- 
over of maturing debt would be reduced, but the liquidity of small savers and 
commercial banks would be safeguarded. By manipulating the terms of issue 
and redemption, and by exercising its option to redeem, the government could 
cause any sector to increase or decrease its holdings, thus affecting the money 
supply and/or the availability of credit to specific sectors. These proposals 
seem to offer much toward making the debt a functional part of financial 
policy in any country. 

The author could have made some interesting comparisons between his 
proposals and similar practices actually in use—U. S. savings bonds, for 
instance, or the bonds issued to banks in the reorganization of the German 
banking system. 

One regrets that the book deals only with problems of managing a debt of 
given size. The large questions revolving around increasing or decreasing the 
debt are not discussed. The author has done a good job within the limits 
chosen, and one laments the omission of other topics because of the feeling 
that they would have been well treated also. 

Paut B. Trescorr 

Kenyon College 
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Fiscal Policy: Its Techniques and Institutional Setting. By James A. Max- 
WELL. (New York: Henry Holt and Co. 1955. Pp. vi, 218. $2.90.) 

In these tightly packed but readable pages, the author offers a realistic, 
extensive, and nontechnical survey of American techniques and institutions 
for implementing countercyclical fiscal action. Most of the arguments and 
conclusions may be found elsewhere in the literature—the author claims no 
originality in this work—but the skillful integration of political and economic 
ideas, research findings, description, and historical references into a swiftly 
developing argument is unique. 

Professor Maxwell’s core conclusions, developed in the first half of the 
book, are that discretionary fiscal action ought to be employed after a turn- 
ing point has been reasonably established, and that built-in flexibility of the 
federal budget should be relied on as the first line of defense against recession 
or boom. According to the author, this arrangement is preferable to one which 
relies on forecasts of economic conditions, because explosive results may be 
obtained from unreliable forecasting and techniques of uncertain power; 
political delays and bias tend to negate prompt and rational discretionary 
action; and structural maladjustments in costs and prices are more likely to 
be corrected if strong fiscal action operates with a lag. To minimize the dangers 
of cumulative movements and the inflexibility of a rigid system of built-in 
stabilizers, the degree of built-in flexibility should not be too strong, but tardy 
discretionary action should be vigorous. These conclusions are placed in 
proper relationship to other aspects of policy and the institutional environ- 
ment in chapters which cover a gamut of subjects from monetary policy and 
debt management to the work of the Council of Economic Advisers and the 
Joint Committee on the Economic Report. 

Detailed analysis of feasible techniques to increase the degree of built-in 
flexibility and to implement dicretionary action is presented in the second 
half of the volume. The author concludes that his computations indicate that 
the existing degree of built-in fiexibility is modest and ought to be strengthened 
in a number of ways, including, among others, higher per capita exemptions 
and steeper progression in the individual income tax, longer carry-backs of 
business losses, replacement of federal public assistance grants with block 
grants which vary countercyclically, and enlargement of federal grants for 
state-local construction to provide semi-automatic cyclical offsets. Concluding 
remarks discuss the implications for democratic liberties of shifting some or 
all fiscal authority from Congress to the Executive, and end on an optimistic 
note about present institutional arrangements. 

Many exceptions which might be raised against Maxwell’s conclusions are 
weighed in his book and require no additional comment here. But there are 
some issues which I find inadequately treated. Though there are illuminating 
references to such social goals as freedom, progress, and equity, economic 
efficiency tends to be suppressed, except in the discussion of wastes of un- 
employment and make-work schemes for elminating it. There are a number of 
comments, more or less related to monetary matters and debt management, 
which seem extreme in their unqualified form. For instance, the allegation that 
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short-term treasury financing at low interest rates during 1945-1951 was 
responsible for inflation (p. 26) is unduly controversial, and the inference that 
classical writers thought an addition to government spending would produce 
inflation at full employment (n. 17, p. 11) is surely misleading, if not er- 
roneous. 

The conclusion that countercyclical excise tax rate changes should be 
confined to goods with inelastic demand (pp. 195-98) is, in my opinion, 
erroneous. As applied to tax reduction, the argument is that tax cuts on products 
of elastic demand would not reduce excise collections very much, and, by 
lowering prices of these relieved products, would expand their use and absorb 
income which otherwise would have been spent on other goods. The effect 
would be to stimulate the favored industry largely at the expense of others. 
On the other hand, excise reductions on commodities of inelastic demand re- 
lease income for expenditure on other goods by roughly the amount of decline 
in tax collections, and stimulate other industries at the expense of the Treasury. 
But this argument sidesteps an important consideration. The expansionary 
effect of an excise cut is roughly equal to the decline of tax collections, and 
there is some rate-cut which will reduce collections on goods of elastic demand 
—by the full amount in the limiting case of removal of the tax. Though it is 
true that the expansionary effect in this case directly benefits only the taxed 
industry and that spending on other products will be more or less reduced, the 
total expansionary effect on aggregate demand is not for these reasons any less 
than that of an equal reduction in revenues on goods for which the demand 
is inelastic. Moreover, excise relief for products with elastic demands should 
not be denied merely because the industries concerned are the chief immediate 
beneficiaries, for the demands for their products are often the hardest hit by 
a general decline in incomes. 

These criticisms, however, do not weigh heavily against the many ad- 
vantages of this book. It is an excellent survey for use in government finance 
courses, and it can be read profitably by economists in other fields who desire 
a brief, modern treatment of fiscal policy. 

Cuauis A. HALL, JR. 

Yale University 


International Economics 


Problems of Economic Union. By James E. Meape. (Chicago: University of 
Chicago Press. 1954. Pp. ix, 102. $1.75.) 

Professor Meade deals with a number of problems, international and 
domestic, which are involved in the establishment of an economic union. As 
he characterizes it, the purpose of such a union is to increase levels of living 
by improving economic efficiency through the creation of a large free-trade 
area and, perhaps, also through the creation of a large area within which the 
factors of production can freely move to the most productive employments. 
He assumes that the countries would wish to do this in a way compatible with 
the avoidance of booms and slumps and with the maintenance of equilibrium 
in their balances of payments. The implications of forming such a union for 
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the domestic economic policies of the countries involved are also explored. 
The principal conclusion is that large-scale delegation of authority on domestic 
as well as foreign policies by the nations concerned to the Union’s central 
agency would be necessary to accomplish the objectives of the Union. 

The brevity of the book has resulted in the elimination of both rigorous 
proofs for some of the arguments made and of additional actual or hypo- 
thetical examples. Fortunately, however, brevity has not caused the author 
to limit the scope of the problems to which he addresses himself. Meade pre- 
sents a welcome objective analysis which sets this problem in a useful perspec- 
tive. 

Attention is first given to the problem of the creation of a single free-trade 
market within the Union. Using the “welfare’’ approach, he finds that the 
members of the Economic Union would have to give up all direct interferences 
in international trade and payments, including the less obvious protective 
devices such as customs procedures. Difficult as we know these foreign eco- 
nomic policies are to achieve in practice, Meade also points out that to meet 
his “welfare” criteria the achievement of the goals of the Economic Union 
would require important delegation of authority in major fields of domestic 
policies on monopolies, taxation, defense, etc. 

Perhaps for purely personal reasons, the reviewer found most interesting, 
and would like to devote most of this review to the chapter dealing with the 
balance of payments, in which Meade considers the question of whether in 
the modern world there is any practicable alternative mechanism for adjusting 
balances of payments among the members of the Union other than variations 
in direct trade and exchange controls. Three different basic methods are dis- 
cussed, namely, that of “accommodating finance,” inflation or deflation, and 
variation in rates of exchange. The first method, which the very name ex- 
plains, is regarded as unsatisfactory as a continuing device for meeting a 
permanent balance-of-payments problem. 

The second method of inflation or deflation, as the case may warrant, is also 
essentially discarded. The discussion of this method is conditioned by the 
author’s basic assumption that the members of the Union wish to avoid either 
booms or slumps. Meade notes that the problems of adjustment to changes 
in relative domestic prices would be eased by the removal of trade barriers, 
free movement of labor and the application of the principle of multilateralism 
to all monetary transfers between members of the Union. He then goes on to 
argue that the adjustment of trade flows to changed price relationships would 
be bound to take time and, in the meantime, there would be need for some 
accommodating finance to cover the temporary deficits in the balances of 
payments. Meade seems to feel that, if this method of adjustment is used, it 
would be best done through instituting a single currency. 

The author sees great difficulties in achieving balance-of-payments equi- 
Jibrium through domestic stabilization policies. The major difficulties would, 
however, seem to stem at least in part from the either-or method of approach. 
If one assumes serious problems of disequilibria in many countries, resulting 
from conditions of advanced inflation or deflation, it obviously becomes a 
matter of considerable difficulty to achieve equilibrium through changes in 
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domestic policies alone, or indeed, through any single line of policy. If, how- 
ever, less difficult conditions are assumed to exist and/or the authorities have 
available a combination of policies, then—and I am sure Meade would agree— 
domestic stabilization policies become both an essential and feasible part of 
the program of achieving and maintaining international equilibrium. 

Meade is obviously enamored of his third solution, namely, variations in 
exchange rates. His arguments for exchange rate changes as a means of ad- 
justing balances of payments are quite familiar, and like many others, Meade 
sees their principal charm in their compatibility with the maintenance of full 
employment and internal balance. More interesting is his discussion of the 
use of “free exchange market” versus “adjustable-peg.” The first method 
envisages a free exchange market in which the various national currencies of 
the countries concerned are subject to the daily or hourly fluctuations of sup- 
ply and demand accompanied, perhaps, by the intervention of official exchange 
equalization funds. The second system is that “envisaged under the Articles 
of Agreement of the International Monetary Fund.” According to Meade, 
under the latter method there are long periods in which “more or less rigid” 
exchange rates prevail and “then from time to time there are large once-for-all 
changes in exchange parities in order to restore equilibrium to disordered 
balances of payments” (p. 46). 

Meade is an able advocate of the free exchange market. There is much with 
which to agree in his arguments; for example, his point that the impediments 
to trade due to the uncertainties of exchange rate changes are much less sig- 
nificant than those due to an extensive system of exchange controls and im- 
port licensing. Others of his conclusions are, perhaps, more doubtful, such as 
the judgment, which he seems to make, that the problem of competitive 
devaluation has become much less important—a conclusion which might well 
be suited to the decade 1945-55, but maybe not to the next decade when 
satisfactory levels of domestic activity may be coupled with very competitive 
conditions internationally. His description of the “adjustable-peg” would seem 
to generalize from a short period of history, particularly the widespread de- 
valuatiors of 1949, which can not offer a sufficient basis for generalization. The 
reviewer shares the author’s abhorrence of overvalued exchange rates as a 
cause of balance-of-payments disequilibrium. There is, however, nothing in 
the method of operation of the Fund which would preyent the mechanism of 
exchange rate adjustment envisaged thereunder being used effectively as a 
means of avoiding unrealistic exchange rates. The same factors which cause 
countries to try to maintain overvalued exchange rates may also operate to 
prevent the effective functioning of a free exchange market. Intervention by 
the monetary authorities directly in the exchange market or through limiting 
access to the exchange market might recreate some of the evils which Meade 
seems to see resulting from “adjustable-pegs.” He notes that for his system of 
free exchange market “to work at all there must be reasonably reliable princi- 
ples governing the internal monetary policy of each country. . . . If a national 
government fails to carry out an effective financial policy for domestic stabi- 
lization, the resulting continuing inflation of prices and incomes or the result- 
ing uncontrolled depression will make it quite impossible for any one to judge 
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whether that member’s exchange rate is at any time over-valued or under- 
valued . . . trade between countries concerned will be subject to wild un- 
certainties and speculation” (pp. 53-54). It is the conviction of the reviewer 
that under the conditions set forth for the favorable operation of the free 
exchange market, and assuming the removal of direct import and exchange 
restrictions, as is done by the author, the difficulties of successful operation of 
a system of exchange-rate adjustment as set forth in the International Monetary 
Fund Agreement becomes much easier to overcome than is suggested by 
Meade. Both systems are undermined by inflationary domestic policies; both 
systems become much more manageable under conditions of domestic stability. 
When domestic stability and international equilibrium (without direct re- 
strictions) have become the rule for some time, we will be in a better position 
to judge the merits of this controversy of “free exchange market” vs. “ad- 
justable-peg.”” 

Meade also has an interesting chapter as to whether the formation of a 
single integrated market for products is sufficient to ensure the use of the 
resources of the group of countries forming the Union in the most efficient 
manner or whether these countries must also ailow their resources of capital 
and manpower to move freely from country to country in search of the most 
productive employment. The author summarizes, as the basis for his analysis, 
Samuelson’s arguments as to why under certain conditions freedom of trade 
and products will suffice. He analyzes what he regards as some of Samuelson’s 
assumptions in order to demonstrate why freedom of trade would not be 
sufficient in practice. He gives six reasons for his conclusion, namely, differences 
among member countries in productive atmosphere and in the scale of produc- 
tion; transportation costs; the complete specialization of certain regions on 
certain lines of production; the existence of a large number of factors relative 
to the number of standardized traded products; and marked differences in the 
technical possibility of substituting one factor for another in the different 
industries producing traded products. These arguments are, of course, limited 
to the movement of labor, but Meade notes that a similar analysis could be 
used to demonstrate the need for the movements of capital from capital-rich 
to capital-poor regions of the Union. He realistically sees and discusses some 
of the difficulties in achieving the movement of free labor and capital. In effect, 
it would mean, for example, that member states would have to keep in step 
in their policies for the distribution of income. 

Even this brief summary of Meade’s arguments should demonstrate what is 
perhaps the most important conclusion to be drawn from the book, namely, 
the far-reaching character and thorough-going nature of a real economic 
union. It will help avoid the confusion of regarding the transfer to some 
supranational or international body of one or two precisely defined economic 
functions as the same thing as the formation of an economic union. In view of 
the practical difficulties involved, Meade writes that he does not see the possi- 
bility of achieving a real economic union between important countries by a 
single constitutional change, but that he would rather be inclined to advocate 
the development of the institutions which are already at hand. It may be 
noted that the preconditicns for the achievement of economic union by coun- 
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tries which are willing to make the necessary political decisions to achieve the 
advantages of this step, are made easier by further progress in international 
economic, financial and monetary cooperation. Through such general co- 
operation countries not only begin to create those economic preconditions 
which might facilitate the formation of economic unions, but also begin to 
learn the hard process of adjusting national economic policies to internation- 
ally agreed standards and procedures. 
Irvinc S. FRIEDMAN 
Washington, D.C. 


International Trade Under Flexible Exchange Rates. By JouN Burr WIL- 
trams. (Amsterdam: North-Holland Publishing Co. 1954. Pp. xiv, 332. 
$5.00.) 

This book, though it claims to present a “new theory” of international 
trade, actually works for the most part within traditional confines. Its novelty 
lies in its concentration upon the short run, and in its rejection of multiplier 
theory as the main tool of short-run analysis. Williams’ theory is based on 
the notion that supply curves for individual commodities are fixed in the short 
run in money terms, and on a simple version of the quantity theory of money 
which holds that aggregate spending will change only in response to changes 
in the quantity of money. The volume of spending, however, is assumed to 
affect the level of economic activity rather than the level of prices, the general 
price level being tied to the level of wages, which is assumed to be fixed in 
the short run. Interest rates are assumed to be determined in the market for 
new issues of securities, and savings are assumed to find their way into real 
investment through the market for new securities (p. 165). Hence increases 
in the desire to save within a country are reflected in interest rates and in- 
vestment; not in aggregate demand or unemployment. Likewise, changes in 
the desire to purchase foreign securities are reflected in interest rates and 
exchange rates; not in aggregate demand or unemployment. 

Within this system, where by assumption economic activity is uniquely 
linked to the quantity of money, it should be no surprise that neither repara- 
tions nor exchange manipulation nor private foreign investment will alter the 
level of economic activity unless at the same time the quantity of money is 
changed. 

Williams relegates consideration of changes in spending to a single chapter 
of fifteen pages. If payment of reparations is financed by new bank credit, the 
paying country will experience a rise in economic activity, but this rise will 
be due to the monetary expansion, not to the transfer itself, as Williams 
defines it. Under a common currency, as between regions of a country or 
between nations on a pure-specie gold standard, the transfer of reparations is 
accompanied by changes in the quantity of money, and the familiar process 
of inflation in the receiving area and deflation in the paying area brings about 
the real transfer of goods and services. Here, and only here, is there a direct 
connection between a transfer and changes in employment. Other cases, in- 
volving special assumptions about the policies of monetary authorities, though 
discussed by Williams, play a distinctly subsidiary role in his analysis. 


BOOK REVIEWS 705 


4 Williams is the prisoner of his assumptions, and they are not very sophisti- 
cated. Yet his analysis serves to remind one of important propositions in the 
theory of flexible exchange rates, and to make one wonder whether we have 
not been led, by treating fixed exchanges as the typical if not the general case, 
to have monetary expansion and contraction buried in our assumptions and 
never brought to the surface, when really such movements may be crucial to 
our conclusions. 

The book should get one plus and one minus on matters of exposition. 
Williams relies heavily on complicated systems of graphs rather than on 
verbal or mathematical analysis, and constant reference to his charts became 
tedious to this reader. On the other hand the style is lucid and highly readable, 
and scattered through the pages are apt references to recent experience and 
pithy, almost aphoristic judgments on matters of wide interest. Let me il- 
lustrate and close by quoting Williams’ comments on the International Mone- 


tary Fund: 


An International Monetary Fund to help stabilize exchange rates has 
been widely advocated, and one is now in operation. One of its functions 
is to set fixed rates of exchange, and then revise them from time to time, 
but only at long intervals and in the face of obvious necessity. The effect 
is to make the rate change suddenly and in big jumps instead of slowly 
and little by little. Is this what we really want? The big jumps come far 
apart, to be sure, but the very size of the jumps in rates may well do more 
harm than any amount of slow continuous drifting of the rates. The advo- 
cates of steady rates say it is hard to close a business deal if rates are 
rising or falling, even though slowly; but it is even harder to close a deal 
if rates, though steady today, threaten to jump a long way tomorrow. 
Since the risk in foreign exchange can be avoided without resort to fixed 
rates, nothing is to be gained by fixing them as the Fund does. . . . If [a 
pegged] rate breaks down, it can move only in one direction, and foreign 
traders are seldom in doubt as to which direction this is. Consequently, 
whenever they cannot hedge their holdings of foreign exchange, . . . one 
party to the trade knows that he stands a chance of suffering a serious 
loss, with no chance of making an offsetting gain. In a free market, how- 
ever, .. . both parties to a trade feel that their chance of gain is equal to 
their chance of loss. Likewise, they feel that any fluctuation that does 
occur is likely to be small. With a pegged rate of exchange, on the other 
hand, any fluctuation that does occur is likely to be large, with the result 
that one party to the trade may suffer a crippling loss. For'this reason 
foreign traders do not like a pegged rate (pp. 238-39). 


ARNOLD C. HARBERGER 
University of Chicago 


Business Administration 
Productivity Accounting. By Hiram S. Davis. (Philadelphia: University of 
Pennsylvania Press. 1955. Pp. xii, 194. $5.00.) 


This book, by an industrial economist who is the director of the Department 
of Industrial Research, Wharton School of Finance and Commerce of the 
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University of Pennsylvania, is not so much a work on accounting as it is a 
description of a statistical technique for measuring the productivity of an 
enterprise. As the author himself states, “the only justification for giving the 
name ‘productivity accounting’ to the method proposed in this book is that 
it is grounded on basic accounts of a firm, and like usual business accounting 
deals with all inputs, although in an economic rather than in a financial 
sense.” 

The measure proposed is the ratio of total output during an accounting 
period to the total economic costs incurred to produce that output. Both out- 
put and cost are restated in terms of constant prices. The method pursued is 
to analyze in great detail the financial statements of an actual business, 
disguised sufficiently to conceal the firm’s identity but still reflecting the re- 
sults of its accounting process as conventionally followed. An illustrative ap- 
plication to this firm of “productivity accounting” is presented first; then 
follows a lengthy discussion of the theoretical and practical difficulties in- 
volved, after which various uses of the calculations are presented. These uses 
are grouped under five main headings, namely, (1) as a measure of the 
efficiency of a firm as a whole, (2) as one means of analyzing past per- 
formance, (3) as part of the budget control of current performance, (4) 
as a means of preparing common-price financial statements, and (5) as a 
device to measure the initial distribution of the benefits flowing from a change 
in productivity. 

Productivity is broadly defined as the “change in results obtained for the 
resources expended,” and consequently includes shifts in the output-input 
ratio resulting from (a) changes in the production process, (b) changes in 
methods of using existing processes, (c) changes in the “mix” of input or 
output, and (d) changes in both the rate and scale at which existing processes 
are utilized. Specifically, the financial statements of a “given” year are com- 
pared with those of a “base” year by restating the recorded dollar amounts 
of output and input in the given year in terms of base-year prices. The ratio 
of output per dollar of input for each year is then calculated. The change in 
the ratio between years is the measure of the change in productivity. This 
procedure can obviously be extended to the data for a series of years or to a 
comparison of budgeted with actual figures. 

The classification of output follows the familiar accounting and statistical 
categories of types of product, e.g., commercial grades of rubber, textiles, etc. 
Input is composed of (1) labor and management, (2) materials, (3) supplies 
and business services, (4) capital goods (depreciation), and (5) investor 
input. Each of these categories can be subclassified in specific cases, or ana- 
lyzed separately, depending upon the objective of the analysis. 

The author recognizes clearly that revaluation of output and input in terms 
of constant prices (i.¢e., the actual prices prevailing in some base period) 
means a rating of the component items in terms of their market importance 
in the base period. As a consequence, the measure of preductivity change he 
obtains is a measure of the change of output per unit of input “in terms of 
the existing value system under which the production occurs.” 

This book is excellent for those who wish to use accounting data as grist 
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for a statistical mill whose output is data on productivity in industry. The 
practical and theoretical problems are certainly completely catalogued, and, 
for the most part, satisfactorily handled. What the author never makes entirely 
clear is why any business management should prefer a change in productivity 
to a change in profit as a signal to speed up or slow down. Perhaps the in- 
creased use of electronic computers in business will enable management to 
obtain both kinds of data so that a choice between them will not have to be 
made. 
MAuvRICE Moonitz 
University of California, Berkeley 


Les commerces de détail en Europe occidentale—Essai de comparaison inter- 
nationale de la productivité des magasins et du travail commercial. By 
JrAN-MaArceL JEANNENEY. (Paris: Armand Colin. 1954. Pp. 73. Fr. 
300.) 

This study of Western European Retailing—International Comparison of 
the Productivity of Retail Outlets and their Personnel is the first publication 
of the “Service for the Study of Economic Activity and Social Conditions,” 
an institute created in 1952 by the “National Political Science Foundation” 
and directed by the author, Professor Jean-Marcel Jeanneney of the Paris Law 
School. 

Using measuring techniques developed by the U.S. Bureau of Labor Sta- 
tistics and adapted to the distributive trade by the Organization for European 
Economic Co-operation, Jeanneney attempts a comparative evaluation of re- 
tailing productivity in eleven European countries. 

With a view to detecting the probable causes of mediocre retailing pro- 
ductivity, the author analyzes eight ratios: the number of food stores, the 
number of other retail outlets, the number of their respective employees, 
in terms of population, and annual sales volume. 

Great differences in retailing productivity are indicated by the various 
ratios. If equal weight is assigned to them all, the eleven countries rank, in 
descending order of productivity, as follows: Sweden, Switzerland and Italy, 
Denmark and Norway, Great Britain and Germany, France and Austria, the 
Netherlands, Belgium. 

Several attempts are made to explain the differences. Does retailing pro- 
ductivity depend upon geographic factors, such as density of population or 
degree of urbanization; or upon economic factors, such as the ratio of farmers 
to total population or the use of industrial power? The only close relationship 
indicated by the measurements links less-than-optimum retailing productivity 
to a low standard of living and, particularly, to a low wage structure. Legisla- 
tion restricting the establishment of new retail outlets, of course, protects 
inefficient operation. 

Despite admitted limitations of the statistical techniques used, this first 
attempt at determining the productivity of distribution appears extremely 
interesting. While much remains to be done, the experiment explores a new, 
difficult, and highly important field. Similar studies should be undertaken of 
the productivity of wholesaling finished products, and of the productivity of 
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the process whereby raw materials, component parts, and other producers’ 
goods are marketed in industry. If it is true that productivity of the over-all 
distribution process depends primarily upon its accurate synchronization with 
the accrual rate of consumer demand, then studies of this type should be 
valuable in spotlighting areas in need of improvement, and in facilitating 
remedial action. 
Eric D. Bovet 
Washington, D.C. 


Industrial Organization; Public Regulation of Business 


Grossindustrie und Gesellschaftsordnung. Industrielle und Politische Dynamik. 
By HerBert vON BECKERATH. (Tii’ ingen: J. C. B. Mohr (Paul Siebeck). 
Ziirich: Polygraphischer Verlag AG. 1954. Pp. xii, 278. DM 19.60.) 

The dominance of the large enterprise in industry has attracted much at- 
tention for many decades. Of economists it can perhaps be said that the large 
industrial enterprise has been a center of attention for those concerned with 
economic history and organization, with labor problems, with reformism and 
socialism, and with such concrete issues of public policy as the maintenance 
of competition. Economic theorists on the other hand have dealt with big 
business only recently and with some awkwardness and discomfort. Much the 
same can be said of those economists who have discussed general economic 
policy at high levels of abstraction. In his new book Herbert von Beckerath 
sets for himself a comprehensive problem, that of the meaning and con- 
sequences of modern large-scale industry for social structure and development, 
for the economy as a whole, for politics, and for public policy. 

Part one of the book, which is introductory, announces the limitation of the 
scope to large enterprises in the manufacturing industries. Inasmuch as the 
author essays evaluations of the political and social aspects and consequences 
of big business, this indeed must be counted as a shortcoming. Big business is 
more than big manufacturing, and in the United States particularly, the large 
nonmanufacturing enterprises, being predominantly private, present public 
policy issues different from those which have existed in Europe. Large corpora- 
tions in such fields as banking, insurance, transportation, and communication 
receive scarcely a mention from von Beckerath; unions are viewed only in the 
light of their relations to and effects upon the manufacturing industries. 

Parts two and three give a sketch of the history of industry in western coun- 
tries since 1875. Parts four and five are devoted to general descriptive materi- 
als on business organization and management, raw materials supplies, sources 
of capital, labor markets, and product markets. Part six is on public policy 
and the large enterprise. Here the breadth of Beckerath’s knowledge and 
interests gives the reader interesting contrasts and comparisons among the 
countries of the West and among general types of economic policy. But here, 
as throughout, his treatment of each topic is brief, and in parts, superficial. 

Because international comparative analysis of the relations among society, 
state, and industry has not often been undertaken, von Beckerath’s compre- 
hensive view is valuable for its insights. He is in a position, as few have really 
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been, to view in long and in minimally distorted perspective the political 
economies of both sides of the Atlantic. The contrast between the effects of 
public policy on the structure of industry in America and Western Europe he 
handles well. Likewise, the author’s characterization of the main types of 
economic policies, with their political and philosophical orientations, is skillful 
in the light of his purposes. Beckerath’s own point of view can perhaps best be 
described as conservative in the sense in which that term has appeared in 
recent political literature in this country. Public policy, he believes, faces the 
task of preserving and increasing the contribution of large industrial enter- 
prises to economic progress, while maintaining freedom (especially that of the 
superior people), and at the same time following the dictates imposed by the 
politics of the age, namely, those of economic stability and the defense of 
western civilization. 

This is not a book to recommend to the specialist, except that some might 
find in the many references to the French and German literature a source of 
help. The work is intended as a text and for the general reader. For this pur- 
pose its breadth, judicious tone, and its very brevity should make it valuable. 

D. S. Watson 

George Washington University 


Public Utilities; Transportation; Communications 


Transportation and Communications. By G. Liroyp Wiison. (New York: 
Appleton-Century-Crofts. 1954. Pp. xi, 757. $6.00.) 

The transportation industry, despite its great age and maturity in many 
respects, is still growing and changing, so that a new textbook is imperative 
every few years. Therefore, this book, by the chairman of the transportation 
and public utilities department of the Wharton School of the University of 
Pennsylvania, is a timely arrival. Since transportation textbooks are essentially 
factual presentations of the transport industry—its history, facilities, prac- 
tices, and problems—they cannot differ radically in content, and must be 
judged on the basis of clarity, logic of arrangement, and relative emphasis. 

Those well acquainted with the field of transportation will immediately 
recognize in this book a strong family resemblance to the long-popular John- 
son, Huebner, and Wilson text Transportation—Economic Principles and 
Practices. The general arrangement is the same; what might be termed the 
vertical approach, that is, each of the various means of transport is considered 
separately in all its aspects. Other texts may follow the alternative approach 
of taking up various functional aspects of transport, such as rates, regulation, 
etc., and considering each of these with reference to all forms of transport. 
This too has its advantages, but many of these texts, and especially those 
which have tried to combine both approaches, have frequently bogged down 
in confusion and repetition. 

A unique feature of this book is the inclusion of five chapters on the com- 
munications industry—telephone, telegraph, and radio. This is an area, closely 
related to transportation, which is all too often entirely neglected in college 
curricula in business administration. 
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One criticism of this book is its occasional lapse in presentation oi the latest 
statistical data available. For example, in one of the introductory chapters, a 
table giving the distribution of freight and passenger traffic among the various 
agencies of transport uses 1939 figures, although later in the book there is a 
discussion of the relative shares in 1952. In the chapter on passenger service, 
reference i¢ made to the federal transportation tax as 15 per cent, but seven 
pages later the reduction of this tax in 1954 to 10 per cent is recorded (though 
a typographical error makes the date 1944). Slips like these, while annoying, 
are not too serious, since they are few and any competent instructor can make 
the necessary corrections. 

The important fact about this book is that it is eminently teachable. In- 
structors who wish to rely heavily upon a text will find that it contains ample 
material for a semester course, while those who prefer to create their own 
course will find the book an excellent framework upon which to hang their 
own material. It will serve equally well as a text for the only course in trans- 
portation, or for a basic course which is to be followed by advanced courses 
on specialized areas of transport. 

Although transportation is a subject in which it is very difficult if not im- 
possible to divorce the theoretical from the practical, it should be pointed out 
that the emphasis in this text is somewhat heavier upon the practical ap- 
proach. For instance, in the discussion of railroad rates there is slightly more 
emphasis upon what rates are than upon w/y they are what they are; and in 
regulation more space is devoted to the provisions of the regulatory laws than 
to the philosophy of utility regulation. In short, the author has evidently tried 
to describe what the user of transport needs to know about the American 
transportation system. 

R. Hapty Waters 

The Pennsylvania State University 


Industry Studies 


The New England Fishing Industry—A Study in Price and Wage Setting. 
By Donatp J. Wuire. (Cambridge: Harvard University Press. 1954. 
Pp. xvii, 205. $4.00.) 

Apart from a few dedicated souls in government agencies, professional 
economists have shown remarkably little interest in the fishing industry. Yet 
its history of bitter internal disputes and repeated antitrust actions provides 
ample evidence of the need for analysis of both market structure and market 
performance. Dr. White has undertaken this task with respect to the important 
fresh and frozen sector of the New England fisheries centered in Massachusetts 
and Maine. Though the analysis is centered on the seriously disruptive con- 
flicts among fishermen, vessel owners, and buyers, it is prefaced by a concise 
summary of the basic structure of the New England dockside markets and 
concludes with a series of specific policy recommendations. 

The author is obviously thoroughly familiar with the technical and organi- 
zational background of the New England fisheries, and his delineation of the 
proximate sources of their troubles—the interrelationship of prices and labor 
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compensation through the lay payment device; the pressure of declining fish 
populations; and the mounting volume of imports—is convincing. 

Nevertheless, while this is a useful book of professional calibre, it fails to 
develop the interrelationship of market structure, behavior, and performance 
in the precise manner characteristic of the many excellent industry studies 
produced in what might be termed the Harvard tradition.* For example, there 
is no analysis of the degree of concentration among waterfront buyers or of the 
possibility that coordinated purchasing policies could develop and persist 
without overt collusion. This is vital to an understanding of continued conflict 
among dealers and fishermen, since—contrary io White’s assumptions—the 
supply function of primary producers in the fisheries is typically inelastic to 
price decreases in both short and long run. 

Perhaps because of the brevity of the book, a number of its conclusions are 
inadequately supported. There are, for example, better reasons for rejecting a 
price support program in the fisheries than that it would result in “putting the 
union at the mercy of the government” or “undermining the New England 
industry’s will to self-improvement.” And the implication that marketing mar- 
gins are excessive is supported only by the fact that they are high. 

White’s recommendations with respect to the futility of import restrictions, 
the need for basic research on both biological and economic fronts, and the 
desirability of expanding and stabilizing the demand for seafoods are sound. 
But the key question of the establishment of orderly and competitive pricing 
procedures at dockside will not be resolved by his suggested changes in the 
mechanics of pricing, though they are sound. Until the bases for recognized 
interdependence of buyer purchasing policies are eliminated the turmoil on the 
waterfront is likely to continue; and this is hardly touched upon in the book. 

James A. CRUTCHFIELD 

University of Washington 


Land Economics; Agricultural Economics; Economic Geography 


World Population and World Food Supplies. By Str E. JoHN RUvussEi. 
(London: George Allen & Unwin Ltd. 1954. New York: Macmillan. 
1955. Pp. 513. $8.50.) 

The central purpose of this work is apparently to survey the nations of the 
world with respect to “what each is doing to increase its contributions to the 
world food market or to reduce its dependence thereon” (p. 6). The method is 
to show, by analysis of the history of current practices in agricultural organi- 
zation and technique in each of several countries, those roads to enhanced food 
output which may be followed in others somewhat similarly situated especially 
as to climate and soils. Attention is consistently directed to the successive gaps 
between “freak” yields, achievement under experimental conditions, outputs of 
the best farms, and results obtained by average and inferior producers. Ways 
and means of agricultural improvement and development being the main 
subject matter, the volume has particular interest for readers concerned with 
problems of underdeveloped areas. There is a wealth of specific information, 


* For example, the works of Bain, Markham, Steiner, Alhadeff. 
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pertaining to specific places, on current practice vs. scientific knowledge about 
irrigation, land reclamation, water conservation, correction of soil deficiencies, 
use of fertilizers and insecticides, soil and pasture management, plant and 
animal breeding. 

Consideration of the gaps between practice and knowledge in agriculture 
leads Russell to conclude (p. 7), “the picture that finally emerges is one of 
tempered optimism.” He holds higher expectations of improved food supply 
for advanced countries than for the underdeveloped ones, for temperate zones 
than for tropical, for South American tropics than for the African and Asiatic. 
On food imports for the United Kingdom, he thinks (p. 495) “we may feel 
hopeful about bread grains, margarine, milk, bacon, pork, and mutton at 
present levels of consumption, also sugar, fruit, and vegetables. But we cannot 
rely on pre-war supplies of butter or of beef however much we may hope for 
them.” As for the less advanced countries, he believes (p. 7) that “all can, if 
they will, find a basis for cooperation with the countries that can supply them 
[with appliances lacking domestically but needed for improvement of their 
agriculture] and provide experts teaching how to use them.” Apparently his 
expectations for the underdeveloped areas would be higher if political leaders 
in those parts of the world showed more evidence of hospitality to capital 
imports and foreign experts than they do. 

Such conclusions indicate that Russell is not greatly troubled by “the popu- 
lation problem,” perhaps in part because he restricts his probing of the future 
to “our time” and says nothing about matters indefinitely remote. He speaks, 
it is true, in favor of a “sound population policy” for the less advanced coun- 
tries, India in particular; but the point is made briefly and casually, and what 
such a policy might be or how implemented receives no discussion at all. 

The book is somewhat narrower in scope than its title suggests. Excluded 
from more than passing mention are the USSR and satellite countries, Western 
Germany, Austria, Switzerland, Greece, Morocco, Algeria, Tunis, Libya, 
Ethiopia, Turkey, Arabia, Iran, Mexico and Central America, the Caribbean 
islands, the Philippines, and a few others. Considering the purpose of giving 
illustrations of roads to agricultural improvement, omission of Turkey and 
Greece appears especially regrettable. There is a brief, somewhat perfunctory, 
introductory chapter on world population numbers and growth, and a longer 
concluding chapter on trends in world food supplies especially as they bear 
upon prospects for British food imports. Otherwise the treatment is by geo- 
graphical areas seriatim: British Isles (54 pages); Netherlands, Denmark, 
Sweden, Finland (54 pages); France, Spain, Portugal, Italy, Israel, Egypt (50 
pages); Africa south of the Sahara (135 pages); India and Pakistan (27 
pages); China, Japan, Indonesia, Burma, Thailand, Indochina (9 pages) ; the 
United States and Canada (46 pages); Australia and New Zealand (47 
pages); and Argentina, Brazil, Uruguay, and Paraguay (22 pages). Opinions 
will differ on the relative merits of the regional analysis. The present reviewer 
happened to derive least satisfaction from the discussions of Asiatic countries, 
Spain and Portugal, the United States, and South America; most from the | 
discussions of Israel, Egypt, Africa below the Sahara, Australia, Finland, and 
Canada. 
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Although publication was in 1954, the author usually found himself unable - 
to present statistical contrasts of prewar circumstances (acreage, production, 
consumption, land use, etc.) with circumstances in postwar years later than 
1950, sometimes 1951. Commonly the crops of 1952, 1953, and 1954 were far 
larger, so that in not a few countries where the earlier data suggested deteriora- 
tion of yield and lower consumption, later information suggests the reverse. 
Writing today, Russell might well find less reason to temper the optimism of 
his conclusions than he found two years ago. 

M. K. BENNETT 

Food Research Institute, Stanford University 


Labor 


Labor-Management Relations in Illini City. By W. E. CHALMERS, MARGARET 
K. Cuannter, L. L. McQuitry, Ross StAGNER, DoNALD E. Wray, and 
Mitton Derser. Vol. 1: The Case Studies. Vol. 2: Explorations in Com- 
parative Analysis. (Champaign: Institute of Labor and Industrial Rela- 
tions, Univ. of Illinois. 1953, 1954. Pp. xlii, 809; x, 662. 2 vols., $15.00; 
each $10.00.) 

Economic books should be accurate and thorough, but, once ready or ap- 
proximately so, they should be rushed on the market. The reasons were sug- 
gested years ago by Richard T. Ely in defense of his own policy of prompt 
publication. They are, essentially: that the world has great need of all the 
enlightenment that can be offered in this field; that the product is highly 
perishable; and that some other chap may beat you to the draw. The present 
study, after the manner of elephants, has had a long period of gestation. The 
interviews and research upon which it is based covered the three years from 
1948 to 1950, inclusive; the first volume, which is primarily a case-book, is 
dated “1953,” but it had to stand by until its somewhat less hefty brother 
could appear at its side late in 1954; and now both are being reviewed in 
1955. We cannot at this distance know all the difficulties, mechanical, contro- 
versial, and otherwise, that may have been encountered. Certainly, there has 
been no undue economy of time or space, or of thought and effort. The authors 
may well declare that they are writing for the future and not merely about the 
past. 

This is an example of cooperative research and analysis among the social 
sciences; and not the least interesting feature for the profession itself is the 
brief account toward the very end by Chalmers of how it worked. The three 
disciplines immediately concerned were economics, sociology, and psychology, 
with political science on the side-lines. We are told that the participants first 
had to educate one another, and this may have been part of the time-consum- 
ing process which would not have been so necessary in olden days when an 
academic chair was more in the nature of a settee. We are not told which one 
of the triumvirate finally ruled the roost; but, judging from the fondness 
throughout for certain modes of expression, the emphasis upon methodology, 
and the use of such mouth-filling terms as “accommodation,” “quantification,” 
“circular influence,” and “norms,” it appears that it was not the economists, 
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and may have been the sociologists or their near relatives, the institutionalists. 
Yet there can be no doubt but that labor relations offer scope for all methods 
and viewpoints, and that such a newer synthesis or integration is highly de- 
sirable. We have Sir John Clapham’s authority for saying that “it is at the 
overlapping margins of disciplines and sciences that the most important dis- 
coveries are usually made.” 

Some disappointment may be felt that we are given so much information 
about industrial affairs in an unidentified city of 50,000 or upwards, and that 
the names of companies, labor leaders, and historical characters are so care- 
fully concealed. But perhaps we have become somewhat accustomed to such 
anonymity through parallel studies like “Middletown,” “Yankee City,” Steel- 
town” and others, which are sometimes here referred to, and can understand 
that confidentialness is the price that must be paid for freedom of expression 
and fullness of data upon a live, current situation. 

The end-purpose of the study was to arrive at certain positive criteria or 
scales for measuring labor-management relations within a given community, 
industry or plant, whether they are to be regarded as good, fair, or poor; to 
determine the principal factors or influences bringing them about; and to 
show how the different features or variables are correlated. The community 
chosen is a medium-sized city in the Middle West with a considerable variety 
of industries but a relatively homogeneous population with respect to race and 
culture. It is fairly typical of its area but not necessarily of all areas. The 
industries selected for special investigation were five in number, in three cases 
represented by two different establishments or concerns each: a grain-proces- 
sing company with quite a long history; a plumbing-supply or metal products 
plant; building construction firms; garment factories making house-dresses 
and employing chiefly women; and the local and over-the-road trucking 
business—making eight different units in all. 

The goals or tests as to the level of success achieved in each industry and 
establishment are mainly three: (1) the present economic status of the work- 
ers as shown in average hourly pay and annual earnings; (2) the extent of 
union influence as shown by participation in the decision-making process on 
various phases of the business (wages, hours, accidents, seniority, time study, 
etc.); and (3) the attitudinal climate as registered in the frequency and 
bitterness of conflict or the existence of a spiri: of cooperation between em- 
ployers and employees. Among the determinants of successful industrial rela- 
tions are given such factors as the attitude of the community toward unionism 
at different periods and the extent to which union leaders are represented in 
civic affairs; the influence of national psychology and legislation under the 
New Deal; the baneful effect of absentee ownership as contrasted with a 
neighborhood feeling; regional as compared with local leadership of labor; the 
change from the paternalistic or the captain-of-industry to the more profes- 
sional type of management; the importance of business prosperity; the pro- 
portion which labor cost bears to total cost, and so on. 

Perhaps the least revelatory portion of the analysis in Volume II is that 
on the “determinants” in Chapters 8 and 9, where so many of the hypotheses 
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as to what makes for greater or smaller union influence or for improvements 
in economic status seem axiomatic and not really necessary of proof. It is true 
that in our classes we often shape up hypothetical questions the answers to 
which are already known, just as an exercise for the students. But it seems 
rather unprofitable in a scientific treatise to devote pages to demonstrating 
that hourly wages tend to be higher where the regularity of employment is 
low, or that “If the skill level is higher, the hourly earnings tend to be higher.” 
Adam Smith said most of these things in 1776 and no one has ever seriously 
disputed them, always remembering to add, “other things being equal.” 

It is much too late to give advice as to how the avoirdupois of this treatise 
could have been reduced. That would seem to have been eminently desirable 
both from the standpoint of publishing costs and for the comfort of the reader. 
The plan of treatment may be what is commonly called a spiral one or the 
method of approximations. But surely we are conscious of returning again and 
again, as in a nightmare, to the same material stated in almost identical lan- 
guage. Summaries and conclusions at the end of each chapter and division, and 
at the end of Volume II, are so frequent and complete that any passenger who 
dropped off at a way-station to get a sandwich or a newspaper would have no 
difficulty in jumping on again when the last car came by. In fact, it might 
be just as well to begin with Milton Derber’s “Summary of Findings” in chap- 
ter 16 where there are ample cross-references to all previous discussions of 
each topic, and then “proceed backward” from there. 

Warren B. CATLin 


Bowdoin College 


The French Labor Movement. By Vat R. Lorwin. (Cambridge: Harvard 
University Press. 1955. Pp. xix, 346. $6.00.) 

This reviewer heartily hopes that the many persons now engaged in com- 
parative labor studies will use Professor Lorwin’s The French Labor Move- 
ment as a model of organization and balanced presentation. Few American 
writers, of course, will bring to such a study the long familiarity that Lorwin 
has with his subject. The French labor movement has been in the Lorwin 
family for a long time. Val Lorwin’s father, Lewis L. Lorwin, published his 
Syndicalism in France forty years ago. 

The first half of this book is devoted to describing the rise of French union- 
ism, a product of the unique social history of that land, its syndicalist origin 
and its later capture by the Communists. It was, ironically, the individualism 
of the French workers who refused to give either funds or authority to their 
union leaders that kept their organization weak, thus easy prey for the well- 
disciplined Communists who moved in at the time of liberation. 

Lorwin describes how the bright hopes that French labor held at the war’s 
end have been dashed, the Communists in control using the major federation, 
the Confédération Générale du Travail, to further Soviet policy and in disre- 
gard of the interests of labor and the French economy as a whole. Yet even the 
CFTC, the Christian Federation, and the Force Ouvriére, the group that broke 
from the CGT—both of them closer to the more immediate objectives of the 
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concrete wage earner, not the abstract “‘proletarian’—have been unable to 
rally the kind of day-to-day support a trade union movement needs for growth 
and effective action. 

Although the Communists are in control of the apparatus of the CGT, they 
are no more successful than their predecessors or their rivals in mobilizing the 
membership for their own objectives. 

That collective bargaining as Americans know it hardly exists in France is 
brought out in the second half of the book, where industrial relations and the 
role of government in labor affairs are described. The well-organized employ- 
ers, who view their markets as inelastic, determine the area and scope of such 
bargaining as exists. The competition among the federations and the apathy of 
the workers make this task easy. 

As long as the major segment of the French labor movement continues to 
treat “bourgeois” government as its principal enemy, it will go on depriving 
itself of the alternate, governmental route for an amelioration of the working- 
men’s condition of life as well as for upbuilding the bargaining power of its 
unions. 

This excellently written book has added usefulness for the teacher and stu- 
dent because of its complete bibliography, chronology, and appendixes. 

EpwIn YOUNG 

University of Wisconsin 


The Union and the Coal Industry. By Morton S. Baratz. (New Haven: Yale 
University Press. 1955. Pp. xvii, 170. $3.75.) 

The first three chapters of this book present a description of the market 
structure of the coal industry and of its most important producing area 
(Appalachian Region) followed by a historical review of “significant develop- 
ments” of the sixty years closing in 1950. Chapters 4 and 5 are outlines of 
“policy objectives” of the United Mine Workers, and of the “political aspects” 
of union action in its internal operation, as well as in its management-govern- 
ment relations. The last four chapters deal with the effects of union activity 
upon wages and market competition (both interregional and interfuel) with a 
concluding appraisal of these effects. 

The long first chapter furnishes the foundation. It is an old familiar frame- 
work consisting of two elements—one is the view that “a distinguishing char- 
acteristic of the industry is the vigor of price competition among many firms,” 
and the other, that “union-enforced ‘floors’ . . . have curbed the use of wage 
cutting as an instrument of competition.” The view of the industry as an 
almost perfect example of “pure competition” (p. 27) may have been an ac- 
ceptable basis for Lubin’s' study of collective bargaining in the ’twenties, but 
Parker® recognized its oversimplified character in 1939-1940. The “pure 
competition” view was never more than symbolically correct, and it became 
seriously defective after 1941 when unionism encompassed the steel compa- 
nies’ “captive mines.” No mention of the significance of standardization of wage 


*I. Lubin, Miners’ Wages and the Cost of Coal (New York, 1924). 
*G. L. Parker, The Coal Industry (Washington, 1940). 
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scales in this market-sheltered segment of the industry occurs in the first 
chapter, but later efforts to repair the defect constitute the most original con- 
tributions of the study. Had some of these been supported by convincingly 
presented fresh evidence, they might have counted as strokes of real crafts- 
manship. Unfortunately these efforts to deal with consumer-owned tonnage 
come too late to do more than introduce mere fragmentary bits of rare ma- 
terials into a framework of pure competition where they have no place (pp. 
28, 30, note 7, 37-38, 80, 82 and 141). Not only do the materials fit the struc- 
tural layout very badly, but they also show marks of inept handling. Thus in 
considering the union-reduced working time of 1949, the author writes, “This 
was an attractive proposition to many firms, but it was resisted strenuously 
by the captive mines—all of which could sell a full week’s output (p. 141, re- 
viewer’s italics). If we skip the very real question of whether it is appropriate 
to refer to the captive mines as ever “selling” anything in a conventional sense, 
there remains the observation that the statement simply is not correct as to 
the facts. It was based on a newspaper account (note 9), and a little investiga- 
tion of the reports of the Bureau of Mines would have shown the author the 
inaccuracy of his statement. Captive mines of steel mills are the principal 
suppliers of the coke-making furnace plants. During all months of 1949 
furnace plant coke reserves were approximately twice as great as in all the 
corresponding months of 1948. 

The book contains many illustrations of the misleading use of the common 
materials of economic analysis. The course of wages during the period 1935- 
1948 is discussed with almost no consideration of changes in general price 
levels during the period. Neither does the section dealing with the elimination 
of regional differentials in wages take into account that this movement coin- 
cided in timing with similar developments in other industries;* perhaps some- 
thing more than unionism was at work. Moreover, the text may give the 
impression that union scales have obliterated all regional differentials, as there 
is no recognition of the fact that district agreements still permit noticeable 
differences in area rates. 

Also the casual five-paragraph treatment of the new institution of the 
U.M.W. welfare fund (pp. 115-16) is another illustration of inadequate con- 
sideration of important facts. Reference is made to the 1948 rate of 20 cents 
per ton without any mention that this was raised to 30 cents in 1950 and 
again to 40 cents in 1952. At the time the author was writing his text (early 
1954, see p. 140) the sag of coal prices had made the then current rate repre- 
sent over 10 per cent of realization-at-the-mine to many operators, an amount 
too significant to be dismissed with indifference. 

This sort of loose procedure can hardly lead to any reliable conclusions and 
the frail evidence presented cannot support “an appraisal.” Hence in the final 
chapter, with scrupulous documentation it is true, refuge is taken in sum- 
marizing views advanced earlier by other writers. With its substantial reliance 
upon the ideas of Arthur Ross, Henry Simons, Lloyd Reynolds, and C. E. 
Lindblom, this final chapter could have been written, save for minor changes, 


*See W. S. Woytinsky et al., Employment and Wages in the United States, esp. Ch. 41, 
(New York, 1953). 
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without any reference to the earlier portions of the book. Thus the reader is 
left with very little fresh enlightenment on “The Union and the Coal Indus- 


try. 
Indiana University 


C. L. CHRISTENSON 


An Introduction to the Study of Industrial Relations. By J. HENRY RICHARD- 
son. (London: George Allen and Unwin Ltd. Distributed by Macmillan 
in the U.S.A. 1954. Pp. 442. $5.25.) 

From a rich background of experience in Great Britain and abroad, Pro- 
fessor Richardson of the University of Leeds has written what he terms a 
comprehensive survey of the field of industrial relations. Although the aim is 
not stated in terms of any one particular industrialized country, the book 
leaves the impression of being a Briton’s view of policies and practices in his 
own country, with only oblique references to America and other countries. 
The American reader’s interest will more likely stem from a desire to make 
comparisons of viewpoints than from a search for new or old knowledge chal- 
lengingly presented. He will be interested for example in perceiving the extent 
to which our techniques in personnel administration find their parallels in 
Great Britain while our philosophies on collective bargaining and state inter- 
vention do not. 

It should be pointed out at once that Richardson’s definition of a compre- 
hensive survey is not the same as an American’s definition of a textbook in 
labor economics and labor relations. Thus when Richardson turns to the sub- 
ject of wages, he deems it sufficient for his purposes to concentrate on the 
wage-setting mechanisms and on the key arguments influencing the wage 
settlement. He does not analyze in any detail the economic significance of the 
bargains arrived at, nor does he relate the wage-setting process to distributive 
theory in economics. In general, Richardson’s survey stops at a description of 
institutions and techniques, and does not push on into examining the conse- 
quences flowing from those institutions and techniques. 

In five separate areas, the author describes contemporary institutions devel- 
oped by men in pursuit of better relations between employer and employed 
and better standards of living for all. Beginning with relations at the work- 
place in the face-to-face meetings of worker and boss, he treats the standard 
subjects of personnel administration. From this, he moves on to introduce the 
institutions of unionism and of collective union-management relations. Next 
he allots a section to the problems of wages and hours as those problems mani- 
fest themselves in the private sectors of the economy. The role of state inter- 
vention in the wage policy, conciliation, and social security fields carries him 
on to the national level. From there, it is only a short step to the international 
sphere and to a brief description of international labor organizations. 

The tour here is a quick one and the guide is well informed. Yet there are 
two related problems about such a tour and Richardson effectively solves 
neither of them. First, there is the guide’s temptation to hold us too long in 
one place that is of special interest to him but that is not explained to us in 
such a way as to arouse our interest. For this reader, too much time is spent 
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for example on a rather detailed description of the Bedeaux system of work 
measurement without developing those basic principles which add understand- 
ing as opposed to skills. At such points, the guidebook takes on the air of a 
manual. If one were to use this book as a classroom text, he would be at a 
loss to provoke discussion that lifted the students’ sights beyond the details 
of technique and toward the economic and sociological implications of the 
Bedeaux system. 

The other problem flows directly from the first one. The guide then must 
make up for lost time and needs to rush us past other spots with a few broad 
generalizations. With Richardson, such generalizations as are sprinkled 
throughout the book invite dissent in many instances and further clarification 
in others. Two examples: “It must be emphasized that there is not the slight- 
est objection to time studies if the method is properly used. Indeed, for suita- 
ble work time studies are of value both to management and workpeople, and 
if standards of output are fixed by mutual agreement as they usually can be 
they remove a cause of friction and lead to more harmonious relations in the 
undertaking” (p. 73); and, “In some countries, e.g., the United States, mis- 
understandings are still the cause of bitter costly conflicts, but in Britain the 
prospects for constructive advance are favorable” (p. 159). 

There is furthermore an ambiguity of purpose which shows through in these 
pages. This takes the form of occasional lapses from objective description into 
policy prescription. My quarrel is both with the appropriateness of including 
any advice at all in such a survey and with the wisdom of the particular advice 
given here. Here are two instances of these prescriptions: “Clerical work has 
long had a higher prestige than many manual occupations—because of higher 
social status. Where this distinction is merely snobbish, it should be broken 
down” (p. 102); and, “One road to greater harmony in industry would be for 
workpeople to become part owners of the capital they use and to have a more 
direct interest in the profits of industry” (p. 429). In a book otherwise notable 
for dispassionate description, these passages are strangely out of place. 

Joun R. CoLEMAN 

Carnegie Institute of Technology 


Population; Social Welfare and Living Standards 


A Theory of Economic-Demographic Development. By Harvey LEIBENSTEIN. 
(Princeton: Princeton University Press. 1954. Pp. xi, 204. $4.00.) 
Professor Leibenstein concludes his book with the following remarkable 
sentence: “As a consequence it appears that to attempt to suggest means of 
testing propositions developed in this essay is at present otiose.” This is true, 
he feels, because (1) scientific propositions can be tested only if they lead to 
predictions which then turn out to be true or false. (2) These predictions can 
not be tested because the variables discussed are not measurable—either for 
lack of statistics or lack of techniques of measurement. (3) Finally, by the 
time the statistics and techniques are perfected, the author feels that a more 
adequate theory of economic-demographic development can be evolved. 
Such modesty indicates that instead of laying claim to having slain the 
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dragon of Malthusianism, Leibenstein presents himself as something of a 
reluctant dragon. What he is here saying is that his model for economic- 
demographic development has not been—and should not be—subject to 
empirical analysis and verification. Is it therefore useless? Evidently he does 
not think so and, I am glad to say, neither do I. 

Needless to say this is a work in pure theory—a model highly simplified 
but apparently, like many models, complicated enough to defy empirical verifi- 
cation. Basically this model sets the rate of population increases against the 
rate of accumulation of capital in Malthusian countries and attempts to esti- 
mate the “critical minimum effort” required to pull the “system” out of its 
“stall” on dead center. 

It sees the “Malthusian trap” in the undeveloped countries as tending to a 
stable equilibrium, with the major variables at an extreme value consistent 
with the survival of the population. Thus (1) population size tends to be at a 
maximum in relation to given resources, technology, and economic organiza- 
tion; (2) per capita income tends to be at a minimum consistent with popula- 
tion survival; with (3) birth and death rates at the maximum consistent with 
survival. 

If we inject into this system given increments of income, what will happen? 
Will the increased average income lead to population growth, thus lowering 
income? Or will increases in average income lead to more saving, thus increas- 
ing the rate of capital accumulation faster than the rate of population 
increase? Here one has a choice of two models. (1) The rate of population 
growth can be regarded as a monotonic increasing function of average income 
up to a point beyond which the rate continues at its maximum value; or (2) it 
can be postulated that above a certain level of average income, the rate of 
population growth will decline. 

In this moving series of equations, what is the “critical minimum effort” 
necessary for the destabilization of the Malthusian equilibrium? Under certain 
conditions attempts to escape Malthusian stagnation will—when they fail— 
make the situation worse. For the average income-gain multiplier to be larger 
than the population multiplier, the investment for example should be labor- 
elastic in character. Thus it is better to build a railway system than to invest 
in the production of agricultural machinery which at the onset will displace 
labor. Later, however, fewer workers must grow more food to supply urban 
industrial populations. 

The first explanations are developed at the “macro” level of the total sys- 
tems—economic and demographic. Ultimately, however, the analysis must 
get down to the “micro” level; that is, it must consider individual choices, 
that is, the decision-making process in terms of both the technological and 
biological constructs involved. Here the analysis attempts to integrate the 
economic order with the mores and social values involved in the high fertility 
complex. 

This represents a complex system hardly more amenable to the symbols, 
curves, and equations of a certain type of economic theorist than to the con- 
ventional verbalizing of the orthodox cultural demographer. No model can 
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include all the variables involved in the real situation. Actually the more 
“micro” the model, the more variables that are left out. How many can be 
left out and still give us a model which is functional or ““workable”’? Aye, here 
is the rub; it leaves both the author and the reviewer feeling somewhat otiose. 

The volume ends with a chapter on optimum population theory which adds 
little either to the model or to the concept of the optimum. This book is dis- 
tinctly not the cup of tea to which demographers of the sociological variety 
happen to be addicted. Nevertheless, it is something which required doing. It 
is also something which for the good of my empirical little soul, I am glad I 
have read. I do predict, however, that ifi—and when—some of the backward 
countries break out of the Malthusian trap, no one will refer to Leibenstein’s 
book as having had anything to do with it. This will be unfortunate and if I 
am around at the time, I hope to remedy the oversight. 

Rupert B. VANCE 
University of North Carolina 


Employment Expansion and Population Growth—The California Experience 
1900-1950. By Marcarer S. Gorpon. (Berkeley and Los Angeles: Uni- 
versity of California Press. 1954. Pp, xiii, 192. $3.50.) 

Dr. Gordon’s monograph continues a series of historical studies of Cali- 
fornia’s population and economy sponsored by the Institute of Industrial Rela- 
tions at the University of California (Berkeley). The major emphasis of this 
study is on the relation of inmigration to economic growth in the first half of 
this century. In this context, the author examines the degree and timing of 
changes in the size and structure of the population and in the levels and struc- 
ture of employment; comparisons are made with national trends, and differ- 
entials in income and unemployment between the state and the nation are 
analyzed. In the course of interpreting the interrelationships of population and 
economic growth, a number of interesting hypotheses are tested. 

A major finding of the study is that the state’s highest rates of inmigration 
were associated with rapid expansion in employment in California, and the 
time periods concerned coincided with those of rapid expansion in the nation. 
It is recognized that the reasons for migration to California may be noneconomic 
as well as economic in nature, but the evidence suggests that the timing of 
migration is strongly influenced by the levels of job opportunity prevailing in 
the period concerned. 

Historical data on unemployment are also used to support the view that net 
migration to California is sensitive to changes in the rate of economic expan- 
sion. The only instance of a serious maladjustment between the two was found 
in the persistence of a relatively high rate of unemployment in the state dur- 
ing the years following the second world war. After comparing migration 
waves to California and to other selected states, the conclusion is reached 
that migration waves may be related to secondary secular swings in the rate of 
growth in the national economy. 

The author finds no evidence that extensive inmigration to California has 
led to a decline in long-standing wage differentials between California and 
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other regions of the country. A recent decline in per capita income in California 
is attributed not to a decline in wage income but to a change in the structure 
of the population, namely, a decline in the relative underrepresentation of 
children, and to a decline in the relative importance of the extractive industries 
in the economy. 

Despite an increase in manufacturing employment in recent decades, this 
report indicates that the structure of employment in California has been 
remarkably stable over a half century and that the state continues to have 
substantially higher proportions of workers than the nation in the distributive 
and service industries. Most of the manufacturing industries that have flour- 
ished in California have been “market-oriented” or owe locational advantages 
to the state’s natural resources, including climate. As a result of the most 
recent developments, California’s economy has become increasingly dependent 
on the level of spending for national defense. 

Dr. Gordon finds that the hypothesis that California’s economy is less vul- 
nerable than the nation to cyclical changes can not be adequate tested from 
the available data. Employment in the state is found to be subject to relatively 
high seasonal variation in some industries that employ a substantial propor- 
tion of the labor force. Moreover, lags in fluctuations in the rate of inmigra- 
tion compared with employment changes have occasionally led to a relatively 
high volume of frictional unemployment. 

The evidence with respect to the effect of population growth on the pattern 
of industrial expansion is inconclusive, partly because of instability in the 
development of certain industries and persistent declines in the national and 
regional demand for labor in others. A methodological problem is raised by 
this part of the analysis. Apart from the validity of the assumption that all 
types of employment may be expected to expand with population growth, this 
reviewer questions the use of ratios of the rate of change in one to the rate 
of change in the other as a major indicator of trends, because ambiguous 
figures result if one rises and the other declines. 

The major findings of the study are not affected by this methodological 
defect, however, and the report will be of interest to all regional analysts and 
to economists concerned with the geographic impact of national developments. 
More importantly, this is one of a very small number of regional studies that 
attempt to test important aspects of economic and social theory about eco- 
nomic growth and migration. 

Giapys L. PALMER 

University of Pennsylvania 


Hungry People and Empty Lands. By S. CHANDRASEKHAR. (New York: Mac- 
millan. London: George Allen and Unwin Ltd. 1954. Pp. 306.) 

This is basically a “tract for the times.” Like many predecessors, it stresses 
the urgency of the population problems in underdeveloped areas, and presents 
a policy to deal with those problems. The thesis is simple and is no longer 
original. If the present rate of population growth continues in such countries 
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as India and China, the growth will swallow up any potential gains from indus- 
trialization and agricultural development. This will make the achievement of 
higher standards of living in those countries impossible, and could lead to 
such explosive internal pressures within the countries that demands for new 
land would become irresistible and war would result. To avoid these contin- 
gencies the author advocates a series of policies laying stress upon migration 
to currently “empty” lands, accompanied by birth control, as well as the 
usually advocated measures of industrialization and agricultural development. 

The book deserves praise for emphasizing the possibility of migration. It 
examines the population-absorbing capacities of those countries that the 
author considers would be able to profit from large-scale immigration of 
peoples from the “crowded” countries. However, the book has many weak- 
nesses. The major one is that the author sacrifices factual support and close 
reasoning for a supposedly popular and frequently weak level of argument. 
While the reviewer sympathizes with the author’s position and agrees with 
him as to the urgency of the problem, he is unable to accept many of the argu- 
ments presented. A major argument, frequently repeated in the book, is that 
the pressure of population upon land is the basic cause of war. Unfortunately 
the author cites as strong supporting evidence Hitler, Mussolini and Japanese 
military leaders. The author obviously has failed to distinguish between 
rationalizations for policies and the causes of the policies. Furthermore, when 
the author states that even if the argument may not hold in “fact” it would 
be equally valid if it held psychologically, he is making the argument one 
that it is impossible to disprove. It cannot be put to any test and therefore is 
not valid as a scientific argument. In fact the cases of Germany, Italy and 
Japan may show that even with relatively high and increasing living stand- 
ards countries may be induced into war by the sight of higher standards among 
other countries, rather than by their own absolute level of poverty. 

This same weakness characterizes the discussion of the “empty” lands. The 
reviewer agrees with the criticisms of racial limits to immigration, especially 
as the author himself recognizes that any migration on a large scale must be 
accompanied by birth control among the migrants and in the “home” country 
if it is to be part of a policy toward a solution rather than a “palliative.” How- 
ever, the author never in fact supports his arguments that the “empty” lands 
can in fact now support large populations. Rather he usually presents state- 
ments, and these statements do no more than contradict statements to the 
contrary. The author may also confuse the capacity of a country to absorb 
migrants physically and its economic capacity to absorb migrants. 

The author cites the Japanese experience with industrialization and popula- 
tion growth to support, his argument that population growth absorbed the 
gains of economic development and led to war. Lockwood’s recent thorough 
study of Japanese economic development from 1870-1937 does not support 
this argument. Rather Lockwood shows that, while population growth prob- 
ably did not on balance assist Japan’s economic development, nevertheless 
Japan’s economic development in all sectors of the economy and its entrance 
into the world market did lead to a steady growth in per capita income. Only 
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when Japan sought to become self-sufficient did the leaders find that its 
internal resources were insufficient to support the population at higher income 
levels, to develop an Empire, and to support a great war machine. Further- 
more, even with open land areas in Hokkaido within Japan proper and with 
an Empire, the Japanese never did migrate to those regions in large numbers. 

The discussion of India and China appears to be of more value, not only 
because it brings together data unavailable elsewhere, but because it provides 
insights into the problems of those two countries and the difficulties of solu- 
tion. 

The author’s policy proposals are of some interest. The suggestions for an 
International Migration Authority and for a survey of the “open” areas of the 
world are worth while both for determining certain facts concerning “open” 
areas, and as a basis for carrying out migration. The discussion of internal 
population policy and of planned population maxima within countries is 
provocative, but the reviewer feels that these policies approach oversimplifica- 
tion in dealing with a very complex problem. One wishes also that the criticisms 
of colonialism added something to the subject, without essentially flogging a 
“dead” horse. 

The reviewer may appear too critical. He is sympathetic to the author’s 
position, and realizes that the author is primarily interested in arousing con- 
cern, stimulating discussion, and presenting policy solutions for a very serious 
problem. The book succeeds partially in these aims. However, by its weak 
argumentation, both logically and factually, it may discourage, rather than 
attract, many potential supporters of the author’s purposes or policies. 

Grorce ROosEN 

Washington, D.C. 


Population. By Ian Bowen. (Cambridge: Cambridge University Press. 1954. 
Pp. xv, 256. 10 s., 6d.) 

This short volume is the latest addition to the Cambridge Economic Hand- 
books. (It replaces Harold Wright’s book by the same title, published in 1923.) 
Like the other: in the series it is intended for the “ordinary reader and uniniti- 
ated student”-—a fact that may be of importance in assessing the value of this 
particular volume. 

The book is divided into three parts. The first contains a brief sketch of the 
world’s and Britain’s demographic experience. The bulk of the book, Part II, 
is devoted to matters of theory. There is a very long chapter on Malthusian 
theory, and shorter discussions on optimum population theory, population 
growth and the demand and supply of labor, economic expansion and popula- 
tion growth, and international migration. In the final section we find a 
discussion of tne future prospects of British and world population, and their 
connection to economic and social well being. 

Much of this volume is in the nature of a running argument of one sort or 
another rather than straightforward exposition of facts and theories. Pro- 
fessor Bowen appears to have definite convictions on a number of questions, 
and these in large part appear to determine the nature of this work. On the 
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whole the book is provocative rather than balanced, discursive and general 
rather than technical, and often. appears to be chatty rather than systematic. 
A great deal of space is devoted to what might be called “What Malthus 
Really Meant and Why He Was Wrong.” Bowen is not especially tolerant of 
the more charitable interpretations of the Malthusian position, and an explicit 
anti-Malthusian tone is evident throughout. He appears to believe that there 
is not very much danger of overpopulation anywhere, since “. . . diminishing 
returns are not a bogey that ought to frighten anyone capable of discerning 
the immense ranges of output in all industries, including agriculture, where 
increasing returns are possible” (p. 150). There are frequent passing refer- 
ences to social scientists and other scholars of varying degrees of fame, but it 
is to be doubted that the ordinary reader or uninitiated student would have 
heard of more than a very small proportion of them, at best. 

There are many things that demographers talk about that will not be found 
here. For example, there is no systematic discussion of the various measures 
and indices of population growth developed by demographers, nor will the 
reader learn very much about the methods of population forecasting that have 
been employed in the past. Similarly, the usual discussions of the factors often 
considered as significant in determining the changing patterns of mortality 
and fertility are either absent or, when considered, treated only en passant, 
and rather discoursively. 

In sum, we might say that this short and highly readable volume will intro- 
duce the reader to “the population debate,” but many teachers may want their 
students to get somewhat more of the other side than is likely to be found in 
this particular handbook. 

HARVEY LEIBENSTEIN 

University of California 

Berkeley, California 


Medical Care for Tomorrow. By Micuar. M. Davis. (New York: Harper & 
Brothers. 1955. Pp. xii, 497. $6.50.) 

This book is a gold mine for the field of medical care. 

Michael Davis has been professionally concerned with medical economic 
affairs for more than forty years. He has been at various times an adminis- 
trator, a director of research, and a reformer. For the last dozen years he has 
led the fight for compulsory national health insurance. Davis has drawn upon 
his fund of knowledge to produce the first approximation of an integrated pic- 
ture of all the variables inherent in our national institutional structure for the 
distribution of medical care. To do this he has drawn upon the disciplines of 
philosophy, political science, history, economics, and the medical sciences 
themselves. An integrative task such as this involves recognizing the limits of 
the usefulness of each single approach to the subject. It is the sort of task 
that, though often attempted by committees, is finally possible only within 
single minds. Here the task is done by a man who has been applying his mind 
to the problems for a working lifetime. 

Many persons may disagree with Davis in special cases. Most persons who 
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read his book, wherever they disagree, will pay him the immense compliment 
of accepting his basic assumptions regarding the dynamics of medical care in 
our society. 

The first part of the book deals with the basic facts, and suggests useful 
working ideas. Economists will wish to criticize Davis’ use of the term 
“demand”; he fails properly to relate the term to purchasing power. But his 
suggested term “social capital,” applied to the public’s investment in hospitals 
and similar facilities, is worthy of much wider application, and suggests excit- 
ing analytical possibilities. Davis points out elemental facts that, I am ashamed 
to say, never occurred to me. One is that though medical charges are incurred 
by individuals, bills tend to be met by families; this adds to the burden of larger 
families, and throws doubt on the usefulness of some statistical presentations. 
There is a useful interplay between description and analysis in this section; 
he does not attempt to present a great compendium of facts; he lets the argu- 
ment have precedence, and adds what facts are relevant. A great contribution 
is Davis’ constant emphasis upon the dimensions of the unknown in the field 
of medical care. We know little, for instance, of how to measure the quality of 
medical care. Here as throughout the book, Davis refers to any significant 
contributions which have been made, but also makes clear his own opinion in 
the matter. 

The second part deals with the role of organization in the distribution of 
medical care, and includes much historical material on the genesis of the 
organizational pattern of the present. Davis succeeds in convincing the reader 
that there is nothing particularly sacred about the present situation. 

The third part is devoted to health insurance, an institution close to the 
author’s heart. The treatment of the growth and coverage of existing plans is 
very full indeed. The author writes, “A major consideration is that neither 
‘catastrophic insurance,’ nor indemnity policies, nor insurance of the Blue 
Shield type offers opportunity for the preventive services . . . which lessen the 
likelihood of high-cost illnesses themselves” (pp. 225-26). Later he writes, 
“  . . health insurance is a financial mechanism for a medical end. The mecha- 
nism must serve the end and not be an end in itself. Those who elevate precepts 
of private insurance into immutable principles confuse the end with the 
mechanism” (p. 262). 

The fourth part is a discussion of what Davis thinks should be done to 
improve medical care in the United States. This part also is interesting fac- 
tually as well as conceptually. Davis states the case for compulsory national 
health insurance forcefully, but quite in its logical place within the volume as 
a whole. This chapter in no way colors the total work; and the book would 
have been incomplete without it. 

I predict that this volume will go through many revisions, but that it will 
never be replaced. The field of medical care now has too many and too techni- 
cal special aspects for any newcomer to achieve a mastery of the whole with 
justice to the parts. Every expert in a part of the field will have reason to 
dispute Davis; I challenge anyone to offer a substitute for his underlying 
logical structure. 


’ 
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The book has a useful selected bibliography listing fugitive and out-of-print 
materials as well as the standard works. The style is readable, if a bit discur- 
sive. Through all of the text the personality of the author is apparent—a 
reformer of the Old School, interested in “expedited gradualism,” who con- 
cludes by saying ‘“The evils of today should by no means be tolerated because 
they were worse yesterday” (p. 434). 

Catvin W. STILLMAN 
College of the University of Chicago 
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The Mutual Security Act and overseas private investment. Preliminary report of the 
Subcommittee on Foreign Economic Policy of the House Committee on Foreign Affairs, 
83d Cong., 1st sess. (Washington: Supt. Docs. 1953. Pp. 87.) 

The Mutual Security program fiscal year 1956—a summary statement. (Washington: For- 
eign Operations Admin, 1955. Pp. 87.) 

Multilateral technical assistance programs. Staff stud. no. 1 of the Subcommittee on Techni- 
cal Assistance Programs of the Senate Committee on Foreign Relations, 84th Cong., 
1st sess., March 11, 1955. (Washington: Supt. Docs. 1955. Pp. 34.) 

Papers and proceedings of the first International Credit Conference. Vol. V, Financing of 
foreign trade. English and French ed. (Rome: Assoc. Bancaria Italiana. 1954. Pp. 477. 
$4.) 

The Philippine American Life Insurance Company. NPA ser. U.S. Bus. Performance 
Abroad case stud. no. 3. (Washington: Nat. Planning Assoc. 1955. Pp. ix, 91. $1.) 

The political economy of American foreign policy—its concepts, strategy, and limits. Re- 
port of a study group sponsored by the Woodrow Wilson Foundation and the Nat. 
Planning Assoc. (New York: Henry Holt. 1955. Pp. xv, 414. $6.) 

Private United States investment in Europe and the overseas territories. (Paris: Organiza- 
tion for European Econ. Co-operation. 1954. Pp. 137.) 

Regulations issued by Switzerland regarding its payments with various countries. 8th 
suppl. (Basle: Bank for Internat. Settlements. 1955.) 

Regulations relating to foreign funds control in the United States. Suppl. no. 12. (Basle: 
Bank for Internat. Settlements. 1955. Pp. 19.) 

Report to Congress on the Mutual Security program for the six months ended December 
31, 1954. (Washington: Supt. Docs. 1955. Pp. iii, 65. 45¢.) 
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Soviet bloc economic activities in the free world. Sixth report to Congress (second half 
of 1954) under Mutual Defense Assistance Control Act of 1951. (Washington: Supt. 
Docs. 1955. Pp. ix, 100, 35¢.) 

Tariff simplification study. Interim report to the President and to the chairmen of the 
Senate Committee on Finance and the House Committee on Ways and Means. (Wash- 
ington: U.S. Tariff Commission, 1955.) 

Technical cooperation in agriculture. (Washington: Foreign Operations Admin. [1955] 
Pp. 16.) 

Ten years of United Nations publications 1945-1955—a complete catalogue. UN pub. no. 
1955.1.8. (New York: Columbia Univ. Press, 1955. Pp. viii, 271. 50¢.) 

Trade Agreements Extension Act of 1955. Report of the Senate Committee on Finance, 
84th Cong., 1st sess., April 25, 1955. (Washington: Supt. Docs. 1955. Pp. 38.) 

Trade agreements extension. Hearings before the House Committee on Ways and Means, 
84th Cong., 1st sess., Jan. 17-Feb. 7, 1955. (Washington: Supt. Docs. 1955. 2 pts.) 

Trade agreements extension. Hearings before the Senate Committee on Finance, 84th 
Cong., 1st sess. (Washington: Supt. Docs. 1955. Pp. 2332.) 

Voz de Cuba en Genebra y Petropolis. Addresses by Gustavo Gutierrez, Minister of Finance 
of Cuba, before the Meeting of the Contracting Parties to GATT at Geneva, Switzerland, 
November 1954, and at the Conference of Ministers of Finance at Petropolis, Brazil, 
November 1954. In English and Spanish. (Havana: Consejo Nacional de Econ. 1955. 
Pp. 60.) 

Bowen, H. R. The business enterprise as a subject for research. Prepared for the Comm. 
on Bus. Enterprise Research. (New York: Soc. Sci. Research Council. 1955. Pp. viii, 103. 
$1.25.) 

Brown, G. H., ed. Readings in marketing from Fortune. (New York: Henry Holt. 1955. 
Pp. ix, 134. $1.25.) 

Cooxe, G. W. and Pierce, B. L. An introductory survey of business management. (Dubuque: 
William C. Brown. 1955. Pp. xi, 401. $4.75.) 

Duncan, D. J. and Putturprs, C. F. Retailing, principles and methods. 4th ed. (Homewood, 
Ill.: Richard D. Irwin. 1955. Pp. xvi, 743. $6.) 

Garpner, F. V. Profit management and control. (New York: McGraw-Hill. 1955. Pp. x, 
285. $6.) 

Hepner, H. W. Modern marketing—dynamics and management. (New York: McGraw- 
Hill. 1955. Pp. viii, 599, $6.) 

Jonassen, C. T. The shopping center versus downtown—a motivation research on shopping 
habits and attitudes in three cities. (Columbus: Bur. Bus. Research, Ohio State Univ. 
1955. Pp. xviii, 170. $3.50.) 

Jucrus, M, J., Petersen, E., and Terry, G. R. Introduction to business. (Homewood, 
Ill.: Richard D. Irwin, 1955. Pp. xv, 675. $6.) 

Juran, J. M. and Barisu, N. N. Case studies in industrial management. (New York: 
McGraw-Hill. 1955. Pp. var. $5.) 

Karrensrock, W. E. and Sumons, H. Advanced accounting—comprehensive volume, 2nd 
ed. (Cincinnati: South-Western Pub. 1955. Pp. xii, 948. $6.50.) 

Lomsarp, G. F. F. Behavior in a selling group—a case study of interpersonal relations in 
a department store. (Boston: Grad. School Bus. Research, Harvard Univ. 1955. Pp. xx, 
359. $4.) 

Lusk, H. F. Business law—principles and cases. 5th ed. (Homewood, Ill.: Richard D. 
Irwin. 1955. Pp. xviii, 1061. $6.75.) 

NewMan, W. H. and Locan, J. P. Management of expanding enterprises. Report of round 


table discussions by leading business and professional men. (New York: Columbia Univ. 
Press. 1955. Pp. viii, 125. $2.75.) 
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Rosco, E. S. Organization for production—an introduction to industrial management. 
(Homewood, Ill.: Richard D. Irwin. 1955. Pp. xvi, 472. $6.) 

Rusenstetn, A. H., ed. Coordination, control, and financing of industrial research. Pro- 
ceedings of the Fifth Annual Conference on Industrial Research, June, 1954, with 
selected papers from the Fourth Conference, June, 1953. Sponsored by Dept. Indus. 
Engineering, Columbia Univ. (New York: King’s Crown Press, Columbia Univ. 1955. 
Pp. xviii, 429. $8.50.) 

Spencter, E. H. and Kres, J. Introduction to business. 4th ed. (New York: McGraw- 
Hill. 1955. Pp. x, 623. $5.50.) 

Witutams, E. G. and Mex, J. F. Cases and problems in personnel and industrial relations. 
(New York: Ronald Press. 1955. Pp. viii, 204. $3.) 

Controlling and accounting for supplies—a summary of practice. NACA accounting practice 
rept. (New York: Nat. Assoc. Cost Accountants. 1955. Pp. 32.) 

What makes an executive? Report of a round table on executive potential and performance, 

under the chairmanship of Eli Ginzberg. (New York: Columbia Univ. Press. 1955. Pp. 

xii, 179. $3.50.) 


Industrial Organization; Public Regulation of Business 


Bernstein, M. H. Regulating business by independent commission. (Princeton: Princeton 
Univ. Press. 1955, Pp. xi, 306. $5.) 

FrrepMANN, W. The public corporation—a comparative symposium. (Toronto: Carswell. 
1954. Pp. 612.) 

Jackson, E. L. The pricing of cigarette tobaccos—a study of the process of price develop- 
ment in the flue-cured and burley auction markets. (Gainesville: Univ. of Florida Press. 
1955. Pp. xiii, 239. $4.75; paper, $3.75.) 

TuHoretuy, H. B. The federal antitrust policy. (Baltimore: Johns Hopkins Univ. Press. 
1955. Pp. xvi, 658. $8.) 

Wucox, C. Public policies toward business. (Homewood, Ill.: Richard D. Irwin. 1955. 
Pp. xix, 898. $6.50.) 

Annual report of the Senate Select Committee on Small Business, March 30, 1955. (Wash- 
ington: Supt. Docs. 1955, Pp. 124.) 

Apologists for monopoly. By Labor Research Assoc. (New York: Internat. Publishers. 
1955. Pp. 62. 50¢.) 

A critique of current theories in defense of monopoly and of statistical attempts to 
prove its decline—a suggested anti-monopoly program. 

Business concentration and price policy. A conference of the Universities—-National Bureau 
Committee for Economic Research. (Princeton: Princeton Univ. Press, for the Nat. 
Bur. of Econ. Research. 1955. Pp. x, 511. $9.) 

Business enterprises. Report to Congress of the Commission on Organization of the Execu- 
tive Branch of the Government. (Washington: Supt. Docs. 1955. Pp. 113.) 

Extension of Small Business Administration. Hearings before a subcommittee of the Senate 
Committee on Banking and Currency, 84th Cong., Ist sess., May 5-11, 1955. (Washing- 
ton: Supt. Docs. 1955. Pp. 189.) 

Federal Trade Commission report on corporate mergers and acquisitions. (Washington: 
Supt. Docs. 1955. Pp. vii, 210. 55¢.) 

Monopoly in the power industry. Interim report of the Subcommittee on Antitrust and 
Monopoly of the Senate Committee on the Judiciary, 83d Cong., 2nd sess. (Washington: 
Supt. Docs. 1955. Pp. 115.) 

Report of the Attorney General’s National Committee to Study the Antitrust Laws. (Wash- 
ington: Supt. Docs. 1955. Pp. 393.) 

Report of the Federal Trade Commission on changes in concentration in manufacturing 
1935-1947 and 1950. (Washington: Supt. Docs. 1954. Pp. 153.) 
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Small Business Administration. Hearings before the Senate Select Committee on Small 
Business, 84th Cong., Ist sess., and Progress report of Small Business Administration, 
March 21, 1955 (Washington: Supt. Docs. 1955. Pp. 97.) 

The Small Business Administration and related activities. Hearings before subcommittee no. 
2 of the House Select Committee on Small Business, 84th Cong., 1st sess., and Appendix. 
(Washington: Supt. Docs. 1955. Pp. 550, 74.) 


Public Utilities; Transportation; Communications 


Daccett, S. Principles of inland transportation. 4th ed. (New York: Harper. 1955. Pp. 
xx, 788. $6.) 

Freverick, J. H. Commercial air transportation. 4th ed. (Homewood, Ill.: Richard D. 
Irwin. 1955. Pp. xii, 547. $6.) 

Scuumer, L. A. The elements of transport. (Sydney, Australia: Butterworth. 1954. Pp. 
196.) 

Development, growth, and state of the atomic energy industry. Hearings before the Joint 
Committee on Atomic Energy, Jan. 31-Feb. 10, 1955. (Washington: Supt. Docs. 1955. 
2 pts.) 

National highway program. Hearings before a subcommittee of the Senate Committee on 
Public Works, 84th Cong., 1st sess. (Washington: Supt. Docs. 1955. Pp. 1072.) 

Transportation. Report to the Congress of the Commission on Organization of the Execu- 
tive Branch of the Government. (Washington: Supt. Docs. 1955. Pp. 126.) 


Industry Studies 


Lanzittott1, R. F. The hard-surface floor-covering industry—a case study of market 
structure and competition in oligopoly. (Pullman: State College of Washington Press. 
1955. Pp. xiii, 204. $4.) 

Mattia, J. M. under direction of E. A. GAumMnitz. An econometric analysis of construc- 
tion. Wisconsin commerce repts. IV(1). (Madison: Bur. Bus. Research, Univ. of Wis- 
consin. 1955. Pp. 84. $1.15.) 


Land Economics; Agricultural Economics; Economic Geography 

Beyer, G. H., and Partner, J. W. Marketing handbook for the prefabricated housing 
industry. Research pub. no. 2. (Ithaca: Housing Research Center, Cornell Univ. 1955. 
Pp. 64.) 

Brack, J. D., and Seminar in Land Use and Conservation. Farm and other operating-unit 
land-use planning. Sponsored by Resources for the Future, Inc. (Cambridge: Harvard 
Univ. 1955. Pp. 119.) 

Crapp, G. R. The TVA—an approach to the development of a region. Walgreen Foundation 
Lectures. (Chicago: Univ. of Chicago Press. 1955. Pp. 206.) 

Dirrricu, E. Grundfragen deutscher Raumordnung. (Bonn: Inst. Raumforschung. 1955. 
Pp. 69. DM 6,—.) 

FRIEDMANN, J. R. P. The spatial structure of economic development in the Tennessee 
Valley—a study in regional planning. Dept. of Geography research paper no. 39. (Chi- 
cago Press. 1955. Pp. xiv, 187. $3.) 

Georce, P. and Tricart, J. L’Europe Centrale. Vol. Il, Les états. (Paris: Presses Univ. 
de France. 1954. Pp. 457. Fr. 1,800.) 

In this volume of the two-volume work the authors describe the main aspects of the 
economies of Germany, the Alpine regions, Switzerland, Austria, Poland, Czechoslovakia, 
Hungary and Romania. 
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Hirpretu, C. and Jarrett, F. G. A statistical study of livestock production and marketing. 
Cowles Commission for Research in Econ. monog. no. 15. (New York: John Wiley. 
London: Chapman and Hall. 1955. Pp. xiii, 156. $4.50.) 

Hoactanp, H. E. Real estate principles. 3rd ed. (New York: McGraw-Hill. 1955. Pp. xii, 
538. $6.50.) 

Kore, E. J. Energy hase of the Pacific Northwest economy—a regional analysis of supply, 
utilization, and cost of energy. Research project co-sponsored by Pacific Northwest 
Trade Assoc. (Seattle: Bur. Bus. Research, Univ. of Washington. 1954. Pp. 290. $5.) 

Meverson, M. and Banrizxp, E. C. Politics, planning and the public interest—the case of 
public housing in Chicago. (Glencoe: Free Press. 1955. Pp. 353. $5.) 

MicHett, R. L. American agriculture—its structure and place in the economy. Prepared 
for the Soc. Sci. Research Council in cooperation with the U.S. Dept. of Agric., Agric. 
Research Service and the U.S. Dept. of Commerce, Bur. of the Census. (New York: John 
Wiley. London: Chapman and Hall. 1955. Pp. xii, 187. $5.) 

Ricca-Barseris, M. Enfiteusi. (Turin: G. Giappichelli. Pp. 23. L.300.) 

Scott, A. Natural resources—the economics of conservation. Canadian stud. in econ. no. 
3. (Toronto: Univ. of Toronto Press. 1955. Pp. ix, 184. $3.25.) 

Estimating Maryland government and business potentials. Stud. bus. and econ, VIII (4). 
(College Park: Bur. Bus. Econ. Research, Univ. of Maryland. 1955. Pp. 16.) 

Oxford economic atlas for India and Ceylon. Prepared by the Cartographic Dept. of the 
Clarendon Press, Oxford. Economic information compiled by the Intelligence Unit of 
The Economist. C.F.W.R. Gullick, Geographical Adviser. (New York: Oxford Univ. 
Press. 1955. Pp. viii, 133. $2.25.) 

TV A—dividends to the nation. (Washington: Supt. Docs. 1955. Pp. xii, 69.) 

This pamphlet contains the principal text of the TVA’s annual report to the Congress 
for the fiscal year ended June 30, 1954. 

United States agriculture—perspectives and prospects. Prepared for Seventh American 
Assembly, Columbia University, May 5-8, 1955. (New York: Grad. School of Bus., 
Columbia Univ. 1955. Pp. 124.) 

Using American agricultural surpluses abroad. A statement by the NPA Agric. Comm. on 
Nat. policy, and a rept. by H. R. Tolley. Planning pamph. no. 91. (Washington: Nat. 
Planning Assoc, 1955. Pp. vi, 29. 50¢.) 


Labor 


Avams, L. P. and Macxesey, T. W. Commuting patterns of industrial workers—a study 
of experience since 1940 in the Northeast region. (Ithaca: Housing Research Center, 
Cornell Univ. 1955. Pp. vi, 135. $2.) 

Bium, F. H. Toward a democratic work process—the Hormel-Packinghouse Workers’ ex- 
periment. (New York: Harper. 1953. Pp. xxi, 229. $3.50.) 

Braun, K. Labor disputes and their settlement. Rev. and enlarged ed. of Settlement of 
industrial disputes (1944). (Baltitaore: Johns Hopkins Press. 1955. Pp. xvi, 343. $6.) 
Case, H. L. Personnel policy in a public agency—the TVA experience. (New York: Harper. 

1955. Pp. xii, 176. $3.) 

CuHernick, J. A guide to the guaranteed wage. Bull. no. 4. (New Brunswick: Inst. Manage- 
ment and Labor Relations, Rutgers Univ. 1955. Pp. 50. $1.) 

Cuinoy, E. Automobile workers and the American dream. (Garden City: Doubleday. 
1955. Pp. xx, 139. $3.) 

In the author’s words, “This book reports an investigation of what opportunity looks 
and feels like to a group of automobile workers in a middle-sized midwestern city. It is 
an attempt to explore how these men live out their versions of the American dream in a 
world in which there is a palpable disparity between their experience and the prevalent 
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myth.” By the American dream the author means the idea that there is equal opportunity 
for all to rise to the top in the American system. The approach of the author is essentially 
that of the sociologist. 

France, R. R. Union decisions in collective bargaining. (Princeton: Indus. Relations Sec., 
Princeton Univ. 1955. Pp. 49. $2.) 

Gatenson, W. Industrial conflict in Soviet Russia. Reprint no. 73. (Berkeley: Inst. Indus. 
Relations, Univ. of California. 1955. Pp. 9.) 

Guisetu, E. E. and Brown, C. W. Personnel and industrial psychology. 2nd ed. (New 
York: McGraw-Hill. 1955. Pp. ix, 492. $6.) 

Gotpen, C. S. and Parxer, V. D., eds. Causes of industrial peace under collective bargain- 
ing. For the CIP Committee of the Nat. Planning Assoc. (New York: Harper. 1955. 
Pp. xiv, 369. $4.75.) 

The book is developed, with additions, from materials originally published by the 
NPA. 

Hare, M. Group dynamics in the industrial situation. Reprint no. 72. (Berkeley: Inst. 
Indus. Relations, Univ. of California. 1955. Pp. 13.) 

Hotty, J. F. and Masry, B. D. Protective labor legislation and its administration in 
Tennessee. (Knoxville: Univ. of Tennessee Press. 1955. Pp. 216.) 

Know.es, W. H. Personnel management—a huinan relations approach. (New York: 
American Book Co. 1955. Pp. xvi, 488. $4.50.) 

Meiwner, R. Svensk arbetsmarknad vid full sysselséttning (The Swedish labour market 
at full employment). With summary in English. Doc. dis. Stockholms Hégskola. (Stock- 
holm: Konjunkturinstitutet. 1954. Pp. 341.) 

Mituoy, P. Lénudviklingen i Danmark 1914-1950 (The development of wages in Denmark 
1914-1950). (Copenhagen: Munksgaard. 1954. Pp. 222.) 

Puetps, O. W. Introduction to labor economics. 2nd ed. (New York: McGraw-Hill. 1955. 
Pp, xiv, 554. $6.50.) 

Rosertson, D. Wages. Stamp Memorial Lecture 1954. (London: Athlone Press, Univ. of 
London. New York: John de Graff, distributor. 1955. Pp. 20. 50¢.) 

Saxena, S. K. Nationalisation and industrial conflict—example of British coal-mining. 
(The Hague: Martinus Nijhoff. 1955. Pp. viii, 185. f. 10.00.) 

Stmson, G. H. Rise of the labor movement in Los Angeles. (Berkeley and Los Angeles: 
Inst. Indus. Relations, Univ. of California Press. 1955. Pp. xvii, 529. $6.) 

The guaranteed annual wage and its implications to a free economy. (New York: Employee 
Relations Div., Nat. Assoc, Manufacturers. 1955. Pp. 43.) 

Incentive wage systems—a selected annotated bibliography. (Princeton: Indus. Relations 
Sec., Dept. Econ. and Sociology, Princeton Univ. 1955. Pp. 24. 50¢.) 

International Labour Conference, 38th sess., Geneva, 1955 pubs. (Geneva: Internat. Lab. 
Office.) 

Report of the director-general. Rept. no. 1. (Pp. 123. $1.) 

Migrant workers (underdeveloped countries). Rept, no. V (2). (Pp. 85. 50¢.) 

Penal sanctions for breaches of contract of employment. Rept. VI (2). (Pp. 20. 25¢.) 
Vocational training in agriculture. Rept. no. VII (2). (Pp. 151. $1.) 

Welfare facilities for workers. Rept. no. VII (2). (Pp. 126. 75¢.) 

Labor fact book 12. Prepared by Labor Research Assoc. (New York: Internat. Pub. 1955. 
Pp. 160. $2.50.) 

Mexican farm labor program. Hearings before the Subcommittee on Equipment, Supplies, 
and Manpower of the House Committee on Agriculture, 84th Cong., 1st sess., March 
16-22, 1955. (Washington: Supt. Docs. 1955. Pp. 328.) 

Selected studies of Negro employment in the South. Prepared for the NPA Committee of 
the South, Rept. no. 6. (Washington: Nat. Planning Assoc. 1955, Pp. x, 483. $5.50.) 

Wage differences and establishment practices, 17 labor markets 1953-54. BLS bull. 1173. 
(Washington: Supt. Docs. 1955. Pp. 46.) 
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Criark, F., Murray, J., Weiss, G. S. and Grossman, E. Food consumption of urban families 
in the United States . . . with an appraisal of methods of analysis. Dept. Agric., Home 
Econ. Research Branch, Agric. inform. bull. no. 132. (Washington: Supt. Docs, 1954. 
Pp. vi, 203. $1.) 

Ferser, R. Factors influencing durable goods purchases. Bull. no. 79. (Urbana: Bur. Econ. 
Bus. Research, Univ. of Illinois. 1955. Pp. 72. $1.) 

Gresier, L. Experience in urban real estate investment—an interim report based on New 
York City properties. Inst. Urban Land Use and Housing Study pub. (New York: 
Columbia Univ. Press. 1955. Pp. xviii, 277. $9.) 

Hamiton, D. B. Consumer cooperation in New Mexico. Bus. inf. ser. no. 26. (Albuquer- 
que: Bur. Bus. Research, Univ. of New Mexico. 1955. Pp. 31, 50¢.) 

Hansen, M. K. @l og sodavand pai det danske marked—en analyse av forbrugsudviklingen 
for og efterspgrgselen efter bryggeriprodukter i drene 1920-1951 (Beer and soda water 
in the Danish market—an analysis of the consumption of and the demand for brewery 
products 1920-1951). With summary in English. (Copenhagen: Einar Harck. 1955. Pp. 
104.) 

Houck, G. H., Nrersen, O. and Cuurcuitt, C. W. Cost of medical care for the aged. 
Bus. research ser. no. 7. (Stanford: Grad. School of Business, Stanford Univ. 1955. Pp. iv, 
34.) A case study covering experience in the Masonic Home of Decoto, California, in 1952. 

Jounson, J. L. The income of Kentucky residents by county, 1953. (Lexington: Bur. Bus. 
Research, Univ. of Kentucky. 1955. Pp. 19.) 

Morcan, J. N. Consumer economics. (New York: Prentice-Hall. 1955. Pp. viii, 440. $6.) 
Compilation of the social security laws, including the Social Security Act, as amended, and 
related enactments through Dec. 31, 1954. (Washington: Supt. Docs. 1955. Pp. 272.) 
Federal and state aid to municipal welfare and health programs in New York City. (New 

York: Research Dept., Welfare and Health Council of N.Y.C. Pp. 42. $1.) 

Financing hospital care in the United States. Prepared by the Commission on Financing of 
Hospital Care. Vols. 2 and 3. (New York: McGraw-Hill. 1954.) 

Survey of social statistics. UN stat. papers ser. K no. 1. (New York: UN Stat. Office. 1954. 
Pp. 46. 40¢.) 


Unclassified 


Bauer, R. A., assisted by WastoLtek, E. Nine Soviet portraits. (New York and Cambridge: 
John Wiley and Technology Press, M.I.T. London: Chapman and Hall. 1955. Pp. viii, 
190. $3.95.) 

Eastman, M. Reflections on the failure of socialism. (New York: Devin-Adair. 1955. Pp. 
127. $2.75.) 

FasBrIcanT, S. Government in economic life. Thirty-fifth annua! report—a record of 1954 
and plans for 1955. (New York: Nat. Bur. of Econ. Research. 1955. Pp. 78.) 

Forp, P. and Forp, G. A guide to parliamentary papers—what they are, how to find them, 
how to use them. (Oxford: Basil Blackwell. 1955. Pp. xiii, 79. 7s., 6d.) 

Hunt, E. F. Social science—an introduction to the study of society. With chapters by 
N. Hill and T. S. Farr. (New York: Macmillan. 1955. Pp. xv, 741. $6.90.) 

Kuwwner, F. L., ed. Proceedings of the twenty-ninth annual conference of the Western Eco- 
nomic Association at Eugene, Oregon, September 2-3, 1954. (Berkeley: Univ. of Califor- 
nia, Western Econ. Assoc. 1955. Pp. 85.) 

Lamont, C. Soviet civilization. 2nd ed. (New York: Philosophical Lib. 1955. Pp. xxx, 
447. $5.) 

Mira, J. A. and Hartmann, G. Business mathematics. (New York: D. Van Nostrand. 1955. 
Pp. vi, 341. $4.50.) 


742 THE AMERICAN ECONOMIC REVIEW 


Rosson, W. A., ed. Great cities of the world—their government, politics and planning. 
(New York: Macmillan. 1955. Pp. 693. $10.) 

Tuompson, A. W., ed. Gateway to the social sciences. (New York: Henry Holt. 1955. Pp. 
viii, 374.) 

A book of readings designed for use in a basic course in the social sciences. 

Warren, R. L. Studying your community. (New York: Russell Sage Foundation. 1955. 
Pp. xii, 385. $3.) 

Annual report of the Librarian of Congress for the fiscal year ending June 30, 1954. 
(Washington: Supt. Docs. 1955. Pp. ix, 178.) 

The Commission on Intergovernmental Relations—a report to the President for transmittal 
to the Congress. (Washington: Supt. Docs. 1955. Pp. xi, 311. $1.25.) 

Cowles Commission for Research in Economics—report for period July 1, 1952-June 30, 
1954, (Chicago: Univ. of Chicago Press. 1955. Pp. 47.) 

Government sponsored and government supported research—social sciences and interdisci- 
plinary areas. 7th and 9th quart. repts. (Washington: Nat. Science Foundation. 1954, 
1955. Pp. x, 76; x, 82.) 

International bibliography of economics (works published in 1952). Prepared by the 
Fond, Nat. des Sci. Pol. (Paris) assisted by the Internat. Econ. Assoc. and Internat. 
Committee for Soc. Sci. Doc. UNESCO pub. SS.54.III.7AF. (New York: Columbia 
Univ. Press. 1955. Pp. 429. $7.50.) 

See Note, p. 766, this Review. 
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PERIODICALS 


Economic Theory; General Economics 


Avpert, H. Macht und Zurechnung. Von der funktionellen zur institutionellen Verteilungs- 
theorie. Schmollers Jahrb., 1955, LXXV (1). Pp. 30. 

Dates, J. H. The discoveries and mercantilism. Can. Jour. Econ. Pol. Sci., May 1955. Pp. 
13. 


Daya. Surplus value, profit and exploitation—an attempt at an analysis of some concepts 
in Marxian economy. Rev. Econ. Stud., 1954-55, XXII (2). Pp. 13. 

ve Boot, J.-P. Théorie économique et politique industrielle. La Vie Econ. et Soc., Jan.- 
Mar. 1955. Pp. 17. 

De Fatco, EF. S. L’economia politica al servizio dell’arte del governo. Studi Econ., Nov.- 
Dec. 1954. Pp. 40. 

Det Veccuio, G. Remarques sur les rapports entre le droit et l'économie. Rev. d’Econ. 
Pol., Jan.-Feb. 1955. Pp. 6. 

DE Roover, R. Scholastic economics: survival and lasting influence from the sixteenth 
century to Adam Smith. Quart. Jour. Econ., May 1955. Pp. 30. 
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Henry, L. and Pressat, R. Evolution de la population de ia France jusqu’en 1970. Popu- 
lation, Jan.-Mar. 1955. Pp. 48. 

Kiiry, E. Die Sozialversicherung. Wirtschaft und Recht, 1955, VII (1). Pp. 17. 

LaurenBurcER, H. Concetto e politica del risparmio. Il Risparmio, Juue 1955. Pp. 9. 

Lesret, L. J. Application of circular diagrams in the study and comparison of standards 
of living and patterns of development. Indian Econ. Rev., Aug. 1954. Pp. 24. 

Marwap, K. The effects of maintained consumption in the unemployed sector. Econ. 
Jour., Mar. 1955. Pp. <” 

McIntyre, E. R. U.S. gairs in family living levels. Am. Jour. Econ. Soc., Apr. 1955. Pp. 2. 

Moerman, H. Over de kwantitatieve betekenis van duurzame consumptiegoederen. De 
Economist, May 1955. Pp. 22. 

OsayasHI, R. Der Sozialcharakter der Sozialversicherung. Annals Hitotsubashi Acad., Apr. 
1955. Pp. 13. 
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Peacock, A. T. Théorie moderne de Vincidence de Vimpét et sécurité sociale. Rev. Sci. et 
Lég. Fin., Apr.-June 1955. Pp. 14. 

Stone, R. Misery and bliss: a comparison of the effect of certain forms of saving be- 
haviour on the standard of living of a growth community. Econ. Internaz., Feb. 1955. 


Pp. 25. 
Vittarp, H. H. Some notes on population and living levels. Rev. Econ. Stat., May 1955. 


Pp. 7. 

Wittcox, A. W. The contributory principle and the integrity of old-age and survivors 
insurance: a functional evaluation. Indus. Lab. Rel. Rev., Apr. 1955. Pp. 16. 

Railroad retirement and unemployment insurance in 1953-54. Mo. Lab. Rev., May 1955 


Pp. 2. 


NOTES 


Erratum: The name of the nominee for president of the American Economic Association 
published in this section of the June 1955 number of the Review erroneously appeared as 
Edwin E. White. The nominee for the office of president in 1956 is Professor Edwin E. 
Witte, of the University of Wisconsin. 


SIXTY-EIGHTH ANNUAL MEETING OF THE 
AMERICAN ECONOMIC ASSOCIATION 


Hotel Commodore, New York City, December 28-30, 1955 


Preliminary Announcement of the Program 


Nearly half of the sessions of the program for this year are centered upon the economic 
growth of the United States, that is, on the problem of keeping the United States 
economy moving onward and upward. This means that both the secular and the periodic 
phases of the problem will be explored. Nine of the remaining sessions, including four 
that are joint with other associations, are primarily international or foreign in their 
scope and incidence. Since this is the year when the Association meets jointly with other 
social science associations, twelve sessions will be held jointly with other associations, in 
addition to the two joint luncheon meetings. The papers and discussions of eighteen ses- 
sions will be published in the Proceedings. 

Wednesday, December 28, 1955 


10:00 A.M. Meeting of the Executive Committee 
12:30 P.M. Luncheon Meeting of the Executive Committee 
12:30 P.M. Luncheon Meeting (Joint with the American Statistical Association) 
Economic OvuTLook 
Speakers: Epwin G. Nourse, Joint Council on Economic Education 
Aran H. Temp e, National City Bank of New York 


2:30 P.M. Economic Growth. I. STATEMENT OF THE PROBLEM OF KEEPING THE UNITED 
States Economy Movine Forwarp, But STEADILY 
Chairman: Carvin B. Hoover, Duke University 
Papers: Scope and Objectives of Ten Sessions on Economic Growth 
Tue CHAIRMAN 
The Economic History of the United States in These Terms from 
1870 to 1955, but Particularly since 1900 
Moses AspraMovitz, National Bureau of Economic Research and 
Stanford University 
The Goals of Economic Growth in the United States—Economic 
and Other Social Priorities 
Paut T. Homan, University of California at Los Angeles 
Discussion: WILLIAM J. FELLNER, Yale University 
FREDERICK V. WaAuGH and James P. Cavin, U. S. Department of 
Agriculture 


Tue Economic PorentIAts or LATIN AMERICA 
Chairman: THeovore W. ScHuttz, University of Chicago 
Papers: Developments Under Way, Obstacles and Problems, and Potentials 
Sune Carson, United Nations 
Some Policy Lessons for Economic Development in this Part of the 
World 
THEoporE W. ScHuULtTz, University of Chicago 


759 


760 


8:30 P.M. 


THE AMERICAN ECONOMIC REVIEW 


Discussion: Grorck Garvy, Federal Reserve Bank of New York 
Emuzio G. CoLtapo, Standard Oil of New Jersey 
Srmon RotrenBerc, University of Chicago 


Tue CHANGING PATTERNS OF COMPETITION IN TRANSPORTATION AND OTHER 
Pusiic Utitity Lines 
Chairman: Epwarp W. Morenouse, General Public Utilities Corporation 
Papers: The Competition of Long-Distance Motor Trucking—Farm and 
Industrial Products and Supplies 
Cartes A. Tarr, University of Maryland 
The Partnership Policy in Regional Power Planning 
Watton Seymour, Washington, D.C. 
Federal Regulation of Natural Gas Producers and Gatherers 
Martin L. Linpant, Dartmouth College 
Discussion: Frep V. Stone, Canadian Pacific Railway 


Tue THeory or GovERNMENT EXPENDITURES (Joint with the Econometric 
Society) 

Chairman: OswaLp Brown zt, University of Minnesota 
Papers: Aspects of the Abstract Theory of Public Expenditures 

Paut A. SAMUELSON, Massachusetts Institute of Technology 

A Multiple Theory of the Budget 

Ricuarp A. Muscrave, University of Michigan 

Discussion: Water S. Brookings Institution 
Jutrus Marcots, University of California 


Economic Growth. II. Tue Propuction aANpD CoNSUMPTION ECONOMICS OF 
Economic GrowTH 
Chairman: L. THorp, Amherst College 
Papers: The Production Economics of Economic Growth 
W. Duane Evans, Bureau of Labor Statistics 
The Consumption Economics of Economic Growth 
Ruts P. Mack, National Bureau of Economic Research 
The Value and Pricing Aspects 
Aryness Joy Wickens, Bureau of Labor Statistics 
Discussion: Eart O. Heapy, Iowa State College 
Rosert Ferber, University of Llincis 


CurrENT Economic THOUGHT AND Its APPLICATION AND METHODOLOGY IN 
CoNTINENTAL EUROPE 
Chairman: ALEXANDER GERSCHENKRON, Harvard University 
Papers: The Scandinavian Countries 
Hans Brems, University of Illinois 
Holland 
Hans THEIL, University of Chicago 
Italy 
Francisco Mopic.iani, Carnegie Institute of Technology 
Eastern Europe Outside of Russia 
Question Period Led by the Chairman 


Are Union Practices Monopo.istic? (Joint with the Industrial Relations 
Research Association) 
Chairman: Ricuarp A. Lester, Princeton University 
Paper: To be announced 
Eowarp S. Mason, Harvard University 


9:30 A.M. 
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Panel: Peter O. Sterner, University of California 
Jures Backman, New York University 
Peter HENLE, American Federation of Labor 
Cuartes C, Michigan State College 
Mrnegar SarcENT, Caterpillar Tractor Company 


TarirF Poricy ror THE U.S.A., A Stronc Cowntry (Joint with 
American Farm Economic Association) 
Chairman: An Introductory Statement. CHARLES P. KINDLEBERGER, Massa- 
chusetts Institute of Technology 
Panel: Don D. Humpurey, Duke University 
Lawrence W. Witt, Michigan State College 
Ricuarp M., Bissett, Washington, D.C. 
Dennis W. FITZGERALD 
Donavp B. Marsx, McGill University 
Summary Statement by the Chairman 


Thursday, December 29 


Economic Growth. III. Income Distrisution Aspects or EXPANDING PRO- 
DUCTION AND CONSUMPTION 
Chairman: Paut SamMvuELson, Massachusetts Institute of Technology 
Papers: Distribution of Aggregate Income between Taxes and Other than 
Taxes, and among Consumption, Savings, and Capital Forma- 
tion 
Distribution of Incomes of Business Firms among Taxes, Dividends, 
and Retained Earnings 
Joun Livtner, Harvard University 
Discussion: Liroyp ULman, University of Minnesota 
Lorie Tarsuts, Stanford University 


Economic Growth. IV. THe SHORTENING Work WEEK As A COMPONENT OF 
Economic GrowTH (Joint with the Industrial Relations Research Asso- 
ciation) 

Chairman: GerHarp National Planning Association 

Paper: The Alternatives 

Cartes Stewart, United States Department of Labor 

Panel; Ciark Kerr, University of California 

Sotomon Barkin, Textile Workers Union of America 
NELSON N. Foote, University of Chicago 

Forest F. Hirt, Cornell University 

Lester Deere and Company 


REPORT OF THE ATTORNEY-GENERAL’s COMMITTEE ON ANTI-TRUST POLICY 
Chairman: Corwtn D. Epwarps, University of Chicago 
Papers: Merket Power and Business Conduct: Some Comments on Anti- 
Trust Policy 
Epwarp S. Mason, Harvard University 
Enforceable Competition: Unruly Reason or Reasonable Rules 
KIncMAN BrewstTER, Harvard University 
Competition: Hard or Soft 
Cram Witcox, Swarthmore College 
Discussion: Grorce W. StocK1NGc, Vanderbilt University 
Arrep E. Kaun, Cornell University 
Crare E. Grirrin, University of Michigan 
Grorce J. Sriczrr, Columbia University 
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Economic Growth. X. Ursan GrowTH AND DEVELOPMENT (Joint with Re- 
gional Scientists) 
Chairman: WA ter Isarp, Massachusetts Institute of Technology 
Papers: The Spread of Cities 
Donan J. Bocve, University of Chicago 
Changes Within Cities 
CHEsTER RaPKINn, Columbia University 
Discussion: Ricuarp U. Ratcuirr, University of Wisconsin 
Martin Myerson, University of Pennsylvania 
JoserH L. FisHer, Resources for the Future, Inc. 


Tue Dynamics or Foop Retamine (Joint with the American Marketing 
Association and the American Farm Economic Association) 
Chairman: JosEpH ACKERMAN, Farm Foundation 
Papers: Movements in the Retail Distribution of Food in the United States 
Rosert W. ter, Editor, The Progressive Grocer 
Some Recent Developments in Food Retailing in Europe 
Hersert Exioen, Germany 
Supplementary Statements: WILLIAM APPELBAUM, 
Ricuarp H. Horton, Harvard University 


Economic Growth. V. THe INcREASE-oF-CoNSUMPTION Part oF ECONOMIC 
GROWTH 
Chairman: AsHeER Isaacs, University of Pittsburgh 
Papers: Price and Income Elasticity of Demand as Determinants of the 
Increase-of-Consumption Part of Economic Growth 
ExizasetH Harvard University 
The Potertials of the Shifting of Price- and Income-Eiasticity 
Demand Curves in Order to Keep the Economy Moving 
Forward 
James DuESENBERRY, Harvard University 
Brief Reports on Current Research Projects in Consumption and 
Demand 
Joxun B. Lanstnc, University of Michigan 
IRwIn FRIEND, University of Pennsylvania 
James Tosin, Yale University 
Rosert ScHiatrer, Harvard University 


Economic Growth. VI. GoveERNMENT EXPENDITURES AND Economic GrowTH 
Chairman: Roy Biovcn, Columbia University 
Papers: Government Expenditures and the Long-Run Goals of Economic 
Growth 
C. Lowett Harriss, Columbia University 
Government Expenditures and the Short-Run Goal of Steady Growth 
Dan T. Smitu, Harvard University 
Discussion: WALTER FroeticH, Marquette University 
Joun F. Due, University of Illinois 
Marton Crawson, Resources for the Future, Inc. 


Tue Porutation Dectintnc DeatH RATEs IN DENSELY 
Poputatep Countries (Joint with the American Farm Economic Asso- 
ciation) 
hairman: Merrit K. Bennett, Food Research Institute, Stanford Univer- 


sity 
Papers: A Statement of the Situation 
Kincstey Davis, University of California 
Food and Agricultural Possibilities 
Cuartes E. United States Department of Agriculture 
Nonagricultural Possibilities 
Revusen E. SLEsINnGcER, University of Pittsburgh 


8:30 P.M. 


9:30 A.M. 
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Possible and Probable Outcomes, and Courses of Action to be 
Considered 
JoserH J. Duke University 
Question Period Led by the Chairman 


FEDERAL Reserve Boarp COMMITTEE REPORTS: I. SaviING STATISTICS AND CoNn- 
SUMER EXPECTATIONS 
Chairman: Rates A. Youn, Federal Reserve Board 
Papers: RaymMonp GotpsmitH, National Bureau of Economic Research 
James Tosin, Yale University 
Discussion: Grorce Katona, University of Michigan 
Morris CoHEN, National Industrial Conference Board 


Chairman: THomas Nrxon Carver, Santa Monica, California 
PRESIDENTIAL ApprEss: Agriculture in the Economy of the Nation 
Joun D. Brack, Harvard University 


Friday, December 30 


Economic Growth. VII. THe Monetary tn Batancep 
GrowTH 
Chairman: Micton FRIEDMAN, University of Chicago 
Paper: Cartes R. Wuittiesey, University of Pennsylvania 
Panel: Ira O. Scott, University of Minnesota 
Pau W. McCracken, University of Michigan 
Howarp S. Etuis, University of California 
Epwarp S. SHAw, Stanford University 


Economic Growth. VIII. Hichway DevetopMENT AND FINANCING (Joint 
with the American Finance Association) 
Chairman: Wa ter W. HELLER, University of Minnesota 
Paper: Highway Development and Financing as a Case Study in the Prob- 
lem 
Tue CHAIRMAN and Oswatp H. Brown ter, University of Minnesota 

Panel: Harotp M. Groves, University of Wisconsin 

James C. Netson, Washington State College 

Arnoip M. Sotoway, Harvard University 

WituraM D. Ross, Louisiana State University 

Haroitp W. Torcerson, Northwestern University 


EcoNoMICs IN THE CURRICULA OF SCHOOLS oF BUSINESS 
Chairman: RaymMonp T. Bowman, University of Pennsylvania 
Papers: Over-all Statement of the Problem and Situation 
Net H. Jacosy, University of California at Los Angeles 
By Universities: Grorce Lee Bacn, Carnegie Institute of Technology 
Epwarp H. Lircurtetp, Cornell University 
Donatp W. O’Connor, Columbia University 
ArtHour M. Wemer, University of Indiana 
Ewatp T. GretHer, University of California at Berkeley 


THe Lanp TENURE SITUATION AROUND THE WorRLD (Joint with the Ameri- 
can Farm Economic Association) 
Chairman: JoserpH ACKERMAN, Farm Foundation 
Introductory Paper: KENNETH H. Parsons, University of Wisconsin 
Papers by Individual Countries: 
India and Pakistan 
Lee R. Martin, North Carolina State College 
Spain and Southwest Europe 
Jost Vercara, Spanish Embassy 
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Australia 
Tuomas H. Stronc, Bureau of Agricultural Economics, Australia 
Mexico 
Epmunpo Fores, Nacional Financiera, Mexico City 
Japan 
Worr Lapeyinsxy, Department of State 
Question Period Led by the Chairman 


FepERAL RESERVE Boarp CoMMITTEE Reports: II. Inventory Statistics, 
VESTMENT EXPECTATIONS, AND GENERAL BusINEss EXPECTATIONS 
Chairman: Martrs GatnsprucH, National Industrial Conference Board 
Papers: Grorce W. Tersorcu, Machinery & Allied Products Institute 
J. Freperick Dewnurst, Twentieth Century Fund 
Discussion: 


Luncheon Meeting (Joint with the American Finance Association) 
REFLECTIONS OF A CENTRAL BANKER 
Speaker: ALLAN Sproul, President, Federal Reserve Bank of New York 


Economic Growth. IX. UNEMPLOYMENT As A PHASE oF Economic GrowTH 
Chairman: Epwin G. Nourse, Joint Council on Economic Education 
Paper: The Structure of Unemployment in the United States 
Tsapor Lustn, Industrial Commissioner, State of New York 
Discussion: Ewan Cuiacue, United States Department of Labor 
Lazak Teper, International Ladies Garment Workers Union 
Paper: Measures to be Taken at Different Levels and Distributions of 
Unemployment 
Avsert G. Hart, Columbia University 
Discussion: S. Eprstetn, International Association of Machinists 
Question Period 


Economic THOUGHT AND Its APPLICATION AND METHODOLOGY IN THE EAsT 
Chairman: 
Papers: India 
Max F. Muuixan, Massachusetts Institute of Technology 
Pakistan 


Overton H. Taytor, Harvard University 
Japan 

Martin BRONFENBRENNER, University of Wisconsin 
The Middle East 


Don Patinxin, The Hebrew University, Israel 
Question Period Led by the Chairman 


Tue Economic PoTENTIALS OF AFRICA 
Chairman: Joun W. Garpner, Carnegie Corporation of New York 
Papers: Economic Development, The African Scene 
WiruraM A. Hance, Columbia University 
Anthropological Factors in the Economic Evolution of Africa 
Metvitte J. Hersxovitz, Northwestern University 
Discussion: G. ReyNnorps, Yale University 
Carvin W. University of Chicago 
SanForp A. Mosk, University of California 


Mrintmum Waces AND OTHER LasBor STANDARDS CONSIDERED IN RELATION TO 
Economic GrRowTH IN UNDERDEVELOPED Countries (Joint with the 
American Farm Economic Association) 


! 
| 
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Chairman: Kart Branvt, Food Research Institute, Stanford University 
Papers: In Factory Employment 
P. Honman, Northwestern University 
In Small-scale and Cottage Industry 
Jeanne S. Mintz, New York ~~ 
In Agriculture 
Louts J. Ducorr, United States Department of Agriculture 
Supplementary Statements: Ecpert DeVries, International Bank for Re- 
construction and Development 
Joun Cornell University 
J. Henry Ricwarpson, University of California. 
5:00 P.M. Business Meeting 
6:00 P.M. Dinner Meeting of the Executive Committee 


Tae First ConGRESS OF THE INTERNATIONAL Economic ASSOCIATION, RoME, ITALY, 
SEPTEMBER 6-11, 1956 


The International Economic Association came into existence in 1950, through the efforts 
of a group of European and American economists convened by UNESCO. In constitution 
it represents a federation of the various national associations in the field of economics, 
including the American Economic Association. Its Council is nominated by the national 
associations, and four representatives of the American Economic Association serve on it. 
The officers of the International Economic Association for the current year are as follows: 
Honorary Presidents: J. M. Clark, Luigi Einaudi, Gottfried Haberler, A. C. Pigou, and 
Arthur Spiethoff; Executive Committee: Howard S. Ellis (President), Leon Dupriez (Vice- 
President), Austin Robinson (Treasurer), Walter Hoffmann, Emile James, Erik Lindahl, 
Volrico Travaglini, C. N. Vakil, Xenophon Zolotas; Secretary: Helene Berger-Lieser, Paris 
VIII, 7, Rue de Miromesnil. 

A main feature of the work of the International Economic Association has been a series 
of small conferences of persons making noteworthy contributions to certain cefined fields 
of economics. The first conference was concerned with the problems of long-term inter- 
national balance; the second with methods of teaching economics; the third with the 
regulation of monopoly; the fourth with the business-cycle in the postwar world; the 
fifth with the determinants of economic progress; the sixth with wage determination; the 
seventh—being held in September, 1955—is concerned with problems of migration. The 
working papers and discussions of these conferences have been or are to be publishd. 

These small conferences have been of very great value in bringing together workers in 
the same fields, many of whom had never previously met each other, and in clearing up 
ambiguities and misunderstandings. But they have inevitably been confined to small num- 
bers of selected experts, and it has not been practical to invite many who would have 
enjoyed opportunities to meet and discuss. 

The purpose of the Rome Congress is to provide a wider opportunity for any members 
of the twenty-three associations that compose the International Economic Association to 
take part in the work of the Association. All members of the American Economic Associa- 
tion are entitled to take part in the Congress. The program follows: 

Thursday, September 6. Opening of the Congress. Stability and Progress: The Richer 

Countries’ Problem, by Sir Dennis Robertson. 

Friday, September 7. Stability and Progress: The Poorer Countries’ Problem, by Jacob 

Viner. 

Saturday, September 8. The Quest for Stability: The Real Factors, by Francois Perroux. 
Monday, September 10. The Quest for Stability: The Monetary Factors, by Gottfried 

Haberler. 

Tuesday, September 11. International Stability and the National Economy, by Erik 

Lundberg. 

A fee of $5.00 will entitle Participants to receive all Congress papers, which will be 
available in Rome and not distributed in advance. Meetings will take place in the Faculty 
of Law of the University of Rome, facilities of which will be available to the IEA by 
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courtesy of Professor G. Ugo Papi, Rector of the University of Rome. Each day’s sessions 
will open with an address, the text of which will be available to Congress participants in 
the two official languages, French and English. The subsequent discussion of the address 
will, in each case, be introduced by two speakers chosen in advance. The discussion will 
be interpreted into the two official languages. 

On behalf of the TEA, the Italian Tourist Agency CIT will take care of registration and 
the collection of the conference fee, as well as travel arrangements and hotel reservations. 
Those wishing to participate should as soon as possible write to CIT (Congress Depart- 
ment), Piazza Colonna 193, Rome, Italy. They will receive an application form, together 
with details of reduced fares and of hotel accommodation available in Rome. 


INTERNATIONAL COMMITTEE FOR SoctaL ScreENcES DocUMENTATION 


This Committee was created at the end of 1950 as a result of meetings of experts con- 
vened by UNESCO. The purposes of the Committee are the coordination and improve- 
ment of existing bibliographic instruments for the social sciences, and the creation of new 
bibliographic instruments in this area. It is the intention to establish periodical compre- 
hensive bibliographies for each major discipline; and to publish periodicals containing 
abstracts and specialized bibliographic essays, at least for certain disciplines. 

Annual international bibliographies have been undertaken for sociology (Volume I, 
covering the year 1951, appeared in 1952), for political science (Volume I, for 1952, 
appeared in 1954), and for economics (Volume I, covering 1952, appeared early in 1955). 
International Political Science Abstracts, a quarterly journal of abstracts of articles in 
the field of political science, has appeared regularly since 1951. Since 1952, bibliographic 
reports on important research trends in sociology have been published twice a year in 
Current Sociology. The Committee has prepared an International Repertory of Social 
Science Documentation Centers and A Selected Inventory of Periodical Publications (the 
latter was published by UNESCO in 1951, and the first supplement appeared in 1953); it 
has edited a World List of Social Sciences Periodicals which was published by UNESCO 
in 1954; and, on an experimental basis, it prepared in 1954 some cumulative lists of works 
used in the teaching of the social sciences in the universities of the United Kingdom and of 
Sweden. 

The address of the Committee is: Comité International pour la Documentation des 
Sciences Sociales, 27 rue Saint-Guillaume, Paris 7; and the secretary general is J. Meyriat. 


ScHUMPETER Prize Funp 


A fund has been gathered by friends of the late Joseph A. Schumpeter to establish a 
prize to be awarded periodically for original work in the field of economics. The Schumpeter 
Prize in the amount of not less than $1,000 will be awarded once every two years pro- 
viding that sufficiently meritorious work has come to the attention of the awarding board. 
If sufficient income has accumulated and work of sufficient merit has been found, the 
awarding board may award prizes in one-year intervals. 

Anyone who has made an original contribution to economics is qualified to obtain the 
prize—provided, however, that his contribution falls within those branches of economics 
in which the late Professor Joseph A. Schumpeter made his most creative contributions. 
For the present, the study of economic development, and its interrelations with historical, 
social, and political evolution, and the interrelations between economic theory, statistics, 
and history seem to be the most appropriate; but relevant theoretical work is to be 
included. 

The primary test in awarding the prize is to be the depth and originality of perception. 
Whether the work is an article in a periodical or a full-length monograph is irrelevant. 

The prize will be awarded by a board consisting of three members of the faculty of 
economics at Harvard University. 

The first award of the newly created Schumpeter Memorial Prize has been made to 
Professor Ragnar Frisch, of the University of Oslo, Norway, in recognition of his numerous 
pathbreaking achievements in the fields of economic theory, statistics, and econometrics. 
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Recently elected officers of the Metropolitan Economic Association, New York City, are: 
president, Nilan Norris, Hunter College; vice-president, C. Lowell Harriss, Columbia Uni- 
versity; secretary, Miriam Civic, National Industrial Conference Board; treasurer, Mildred 
Rendl, General Electric Company. 


Deaths 
Helen Baker, associate director, Industrial Relations Section, Princeton University, died 
January 10, 1955. 


Walter E. Clark, president of the University of Nevada from 1917 to 1938, died May, 
1955. 

Bernard H. Hartzell, of Youngstown, Ohio, died January 9, 1955. 

Archibald J. Nichol, associate professor of economics in the Wharton School of Finance 
and Commerce, University of Pennsylvania, died April 18, 1955. 

Daniel T. Selko died at Caernarvonshire, Wales, February 27, 1955. 


Appointments and Registrations 


John F. Adams has been promoted to professor of economics in the School of Business 
and Public Administration, Temple University. 

Quincy Adams has been transferred from the Central Intelligence Agency to an economist 
post with the Federal Trade Commission. 

John S. Almeida has been appointed instructor in the College of Business Administration, 
University of Florida. 

William H. Andrews, Jr., has been promoted from assistant professor to associate pro- 
fessor at Indiana University. 

Ellis Austin, of Michigan State University, has been appointed assistant professor of 
economics at the University of Pittsburgh. 

George Babilot, Carnegie fellow, has been appointed instructor in economics at the 
University of Oregon. 

L. Durward Badgley has been promoted to the position of director of real estate and 
mortgage research in the Mutual Life Insurance Company of New York. 

Stephen J. Barres has been appointed instructor in economics at Texas Western College, 
University of Texas. 

David W. Belcher has been promoted from associate professor to professor in the School 
of Commerce, University of Wisconsin. 

Philip W. Bell, of Haverford College, has been appointed acting director of the Inter- 


national Finance Section, Princeton University. He will serve half-time at Princeton and 
half-time at Haverford. 


Michael H. Belshaw has been appointed lecturer in economics at Barnard College for 
the current academic year. 


Jack F. Bennett has resigned as monetary affairs advisor in the Foreign Operations 
Administration to take a position in the Treasurer’s department of the Standard Oil Com- 
pany of New Jersey in New York. 

Floyd A. Bond has been selected to receive the Trustees’ Distinguished Professorship 
Award for distinguished service, Pomona College. 

Chelcie C. Bosland has been granted a year’s leave of absence from Brown University to 
serve as visiting professor of economics at Northwestern University. 

Thomas R. Bossort, Jr., has been promoted from assistant professor to associate pro- 
fessor of management in the School of Business, Indiana University. 


Elbert V. Bowden, formerly research associate in the University of Kentucky Bureau of 
Business Research, has been appointed instructor in the department of economics and busi- 
ness administration of Duke University. 
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Charles T. Bowen has been appointed superintendent of the Consolidated Community 
School District No. 3, Literberry, Illinois. 

Howard R. Bowen, of Williams College, became president of Grinnell College as of July 
1, 1955. 

Raymond T. Bowman has been granted leave from the Wharton School of the Univer- 
sity of Pennsylvania to serve as assistant director of the Bureau of the Budget. 

S. E. Braden has been promoted from associate professor to professor of economics at 
Indiana University. He is also associate dean of the College of Arts and Sciences. 

Robert E. Branson, formerly of the Agricultural Marketing Service of the Department 
of Agriculture, has been appointed associate professor of agricultural economics at Texas 
A & M College. 

Elmer C. Bratt was awarded an honorary degree of doctor of laws at the June 1955 
commencement of the University of Nebraska. He is spending the year 1955-56 in Ceylon 
on a Fulbright grant, making an evaluation of Ceylon’s rural development program. 

Andrew F. Brimmer, of Harvard University, has joined the research department of the 
Federal Reserve Bank of New York. 

George H. Brown has resigned as professor of marketing in the School of Business, Uni- 
versity of Chicago, to become manager of consumer research, Ford Division, Ford Motor 
Company. 

D. H. Buchanan, professor of economics, emeritus, has returned to teaching duties at the 
University of North Carolina for the fall semester. 

Norman S. Buchanan, has resigned from the University of California to accept a position 
as director of the Division of Social Sciences of the Rockefeller Foundation. 

Albert Buckberg has been appointed instructor in economics at the University of Michi- 
gan. 

Orin E. Burley has been appointed chairman of the department of marketing and foreign 
commerce in the Wharton School, University of Pennsylvania. 

Clarence N. Callender has retired from teaching in the Wharton School, University 
of Pennsylvania, where he had served as professor of business law. 

William J. Carson has been granted a leave of absence from the Wharton School, Uni- 
versity of Pennsylvania, to serve as director of the National Bureau of Economic Research. 

Philip W. Cartwright is acting executive officer of the economics department of the 
University of Washington for the current academic year. 

Hollis B. Chenery has been promoted to associate professor of economics at Stanford 
University. 

Sherrill Cleland, of Princeton University, has accepted an appointment as assistant pro- 
fessor of economics at the University cf Richmond. 

Denzel C. Cline has served as acting head of the department of economics, saan 
State University, during the leave of Charles C. Killingsworth. 

John R. Coleman, of the Massachusetts Institute of Technology, has been St 
associate professor of economics at Carnegie Institute of Technology. 

Alfred H. Conrad, of Harvard University, has been appointed assistant professor of eco- 
nomics at Northwestern University. 

John H. Cover is working on an Asian area study in the Bureau of International Rela- 
tions of the University of California during the current academic year. 

Harold G. Cutright has been appointed professor in the department of marketing, Uni- 
versity of Pittsburgh. 

Sherman Dallas has been appointed assistant professor, Indiana State Teachers College, 
Terre Haute. 

Lance E. Davis has been appointed instructor in economics at Purdue University. 

Karl de Schweinitz has been promoted to associate professor of economics at North- 
western University. 


NOTES 769 


Frank T. de Vyver is retiring from Erwin Mills and is returning to full-time teaching in 
the department of economics and business administration at Duke University. 

Daniel Diamond has been appointed instructor in economics in the School of Commerce, 
Accounts and Finance, New York University. 

D. Lyle Dieterle has been appointed chairman of the accounting department, School of 
Business, Indiana University, succeeding A. L. Prickett. 

William P. Dillingham, of Florida State University, served as a consultant to the Presi- 
dential Commission on Veterans Affairs during the summer of 1955. 

Evsey D. Domar has been promoted to professor of political economy at the Johns 
Hopkins University. 

Robert Dorfman has resigned from the University of California to take a post as associ- 
ate professor of economics at Harvard University. 

H. M. Douty, chief of the Division of Wages and Industrial Relations, Bureau of Labor 
Statistics, has received a Rockefeller Public Service Award. He is spending this year abroad, 
principally at the London School of Economics, engaged in research into problems of wage 
determination and employment. 

C. L. Dunn has been promoted to associate professor of accounting at Louisiana State 
University. 

John S. Dydo, of the University of California, has been appointed instructor in eco- 
nomics at Vassar College for the current year. 

Richard A. Easterlin is on leave from the Wharton School, University of Pennsylvania, 
to serve as research associate at the National Bureau of Economic Research. 

Nylen W. Edwards has been appointed assistant professor of transportation at the Uni- 
versity of Missouri. 

Harry Ernst has been appointed assistant professor of economics at Tufts University. 

Alexander Firfer is economic consultant to the Administracién de Fomento Econémico 
of Puerto Rico on problems of industrial economics, small business and public utilities. 

William A. Frank has accepted a position in the office of the executive vice president and 
general manager, Sperry Gyroscope Company, Great Neck, N.Y. 

Charles Gilbert has been promoted from instructor to assistant professor of economics in 
the School of Commerce, Accounts, and Finance, New York University. 

Marion H. Gillim has been appointed executive officer of the department of economics, 
Barnard College. 

William E. Gordon has accepted an appointment as instructor in economics at Marquette 
University. 

Amor Gosfield has been appointed lecturer in the economics department, University of 
Pittsburgh. 

Frank M. Graner has been promoted from associate professor to professor in the School 
of Commerce, University of Wisconsin. 

David Green has been promoted to assistant professor of business administration in the 
School of Business, University of Chicago. 

Geza B. Grosschmid has been promoted from associate professor to professor of economics 
at Duquesne University. 

Morton C. Grossman has been promoted to associate professor of economics at the State 
College of Washington. 

Joseph R. Guerin has been appointed instructor in economics in the Wharton School, 
University of Pennsylvania. 

F. J. Guerra has resigned from Louisiana State University to accept a position in the 
School of Commerce, St. Louis University. 

Harold W. Guthrie has been promoted to assistant professor of economics at Yale 
University. 
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Paul N. Guthrie has assumed the chairmanship of the department of economics at the 
University of North Carolina. 

Wayne W. Guthrie has been appointed assistant professor of marketing at the Univer- 
sity of Idaho. 

James K. Hall was on leave from the University of Washington in the spring term to 
serve on an assignment with the Foreign Operations Administration in Vietnam as economic 
consultant on tax and budget problems. 

J. Whitney Hanks has been promoted from associate professor to professor of eco- 
nomics at the University of Utah. 

Louis T. Harras has been promoted to assistant professor in the School of Business and 
Public Administration, Temple University. 

Seymour E. Harris has been appointed chairman of the department of economics, 
Harvard University. He will continue to serve as chairman of the New England Governors’ 
Textile Committee and as adviser to the New England Governors with respect to the effect 
of federal economic policies upon the New England economy. 

C. Lowell Harriss, of Columbia University, is serving as consultant to the City Admin- 
istrator, New York City, studying problems of local business taxation. 

Douglas Hartle has resigned as instructor in the department of economics and business 
administration at Duke University. 

Milton S. Heath has been appointed chairman of graduate studies and research in the 
areas of economics and business administration at the University of North Carolina. 

John Henderson has been appointed assistant professor in the economics department, 
University of Pittsburgh. 

James B. Hendry has been appointed instructor in economics at Michigan State Univer- 
sity. 

Bert G. Hickman has resigned from Northwestern University to join the staff of the 
Brookings Institution. 

R. J. Hildreth, formerly of Iowa State College, has been appointed assistant professor 
of agricultural economics at Texas A & M College. 

George W. Hilton has been appointed instructor in economics at Stanford University. 

J. E. Hipp has been appointed instructor in the College of Business Administration at 
the University of Florida. 

Ralph C. Hoeber, of the University of Hawaii, has accepted a year appointment as lec- 
turer in business law in the School of Business Administration, University of California, 
Los Angeles. 

Charles T. Horngren has resigned from the School of Business, the University of Chicago, 
to become assistant professor of accounting at Marquette University. 

Hendrik S. Houthakker has been appointed associate professor of economics at Stan- 
ford University. 

William M. Howard has accepted an appointment as associate professor in the College of 
Business Administration at the University of Florida. 

James E. Howell has been appointed instructor in economics at Yale University. 

Richard Huber is on leave from the University of Washington to serve as Fulbright 
lecturer at Nagoya University in Japan. 

Grover G. Huebner has retired from the Wharton School, University of Pennsylvania, 
where he had served as professor of commerce and transportation and as chairman of the 
marketing and foreign commerce department. 

H. W. Huegy has been appointed head of the marketing department of the University of 
Illinois, succeeding P. D. Converse. 

John M. Hunter, of Michigan State University, is in Saigon, Vietnam, as a specialist in 
international trade under a technical assistance contract between Michigan State and the 
Foreign Operations Administration. 


NOTES 771 


Patrick Huntley has been appointed instructor in the department of economics and busi- 
ness administration of Duke University. 

John Ise, who retired fromn the University of Kansas in June, is teaching at Goucher 
College in the current academic year. 

John E. Jeuck has resigned as dean of the School of Business, University of Chicago, to 
become professor of business administration at Harvard Graduate School of Business 
Administration. 

Harry G. Johnson, of Kings College, Cambridge, was visiting professor of economics at 
Stanford University in the summer quarter. 

Howard Johnson has resigned from the University of Chicago to become associate pro- 
fessor of industrial management and director of the Executive Development Program in 
the School of Industrial Management, Massachusetts Institute of Technology. 

Paul V. Johnson has been appointed instructor in economics at Western Reserve Univer- 
sity. 

Matthew H. Jonas has been appointed instructor in economics at the University of 
Texas. 

C. Clyde Jones, formerly of the University of Georgia, has been appointed assistant pro- 
fessor of economics at the University of Illinois. 

Robert M. Kamins has been promoted from associate professor to research professor in 
the economics department and to the directorship of the Legislative Reference Bureau at 
the University of Hawaii. 

Samuel T. Keim has resigned from Texas A & M College to become chairman of the 
department of business administration at Kansas State College. 

Eugene J. Kelley has been promoted from assistant professor to associate professor of 
economics at Clark University. 

Charles C. Killingsworth has been designated coordinator of Michigan State University’s 
technical assistance program for Vietnam under contract with the Foreign Operations 
Administration. 

Wylie Kilpatrick has been granted six months’ leave from the University of Florida to 
act as fiscal consultant to the Northern Virginia Regional Planning Commission in Arling- 
ton, Virginia. 

Martin L. King has been appointed assistant professor of commerce at the University of 
Kentucky. 

Peter S. King has resigned from the School of Business, Indiana University, to accept a 
position at the Massachusetts Institute of Technology. 

Lawrence R. Klein has been appointed professor of economics, and continues as research 
associate in the Institute for Social Research, at the University of Michigan. 

Paul L. Kleinsorge, of the University of Oregon, is doing research this year at Kobe 
University, Japan. 

R. S. Kline, of the University of Georgia, has been appointed associate professor in the 
College of Business Administration, University of Florida. 

W. Donald Knight, director of the Bureau of Business Research and Service in the 
School of Commerce at the University of Wisconsin, has been promoted to the rank of full 
professor. 

Anthony Y. Koo has been promoted to associate professor of economics at Michigan 
State University. 

William Korbel has resigned from the University of Kansas to join the marketing research 
division of Telechron Company. 

Irving B. Kravis has been named chairman of the economics department of the Wharton 
School, University of Pennsylvania. 

Clifton H. Kreps, Jr., has been appointed Wachovia associate professor of banking at the 
University of North Carolina. 
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C. Arthur Kulp has been named dean of the Wharton School, University of Pennsylvania. 

Ernest Kurnow, now on leave serving the Foreign Operations Administration in Ankara, 
Turkey, has been promoted from associate professor to professor of economics in the 
School of Commerce, Accounts and Finance at New York University. 

David T. Lapkin has been promoted to associate professor of economics at the State 
College of Washington. 

Robert G. Layer has resigned from Texas A & M College to become acting chairman of 
the department of economics at Southern Illinois University. 

Don E. Leatherman has been appointed faculty lecturer in management in the School of 
Business, Indiana University. 

Wayne A. Leeman has been promoted to associate professor of economics at the Univer- 
sity of Missouri. 

Mark W. Leiserson has been promoted to assistant professor of economics at Yale 
University. 

J. D. Leonard has resigned as instructor in economics at Purdue University. 

Enrique Lerdau, of the University of Wisconsin, has been appointed instructor in eco- 
nomics at Carnegie Institute of Technology. 

Eugene M. Lerner, of the University of Idaho, has been appointed a research associate 
with the National Bureau of Economic Research for the current year. 

Harold L. Levinson has been promoted to associate professor of economics at the 
University of Michigan. 

Richard W. Lindholm is in Saigon, Vietnam, as a specialist of public finance under a 
technical assistance contract between Michigan State University and the Foreign Operations 
Administration. 

Justin G. Longenecker has joined the faculty of Baylor University as associate professor 
of management. 

Kullervo Louhi has been promoted to associate professor of accounting in the School of 
Business of the University of Chicago. 

Ronan G. MacDonald has been promoted to assistant professor of economics at Ford- 
ham University. 

Maurice C. Mackey has been appointed assistant professor of economics at the University 
of Illinois. 

C. Ward Macy, of the University of Oregon, was a Fulbright lecturer on contemporary 
economic policy at the Conference on American Studies, Oxford University, in the summer 
of 1955. 

Everett J. Mann has resigned from the department of economics and business adminis- 
tration at Duke University. 

Fritz Karl Mann, of American University, taught at the University of Cologne during 
the summer semester. 

Jacob Marschak, of Yale University, is a fellow of the Ford Center for Advanced Study 
in the Behavioral Sciences, Stanford, California, during the current year. 

Howard Marshall is on leave from Vassar College this year and is teaching at Wesleyan 
University. 

Joseph L. Massie has been appointed assistant professor of business administration in 
the School of Business, University of Chicago. 

Leonard G. Mathy has been promoted to professor of eronomics at Los Angeles State 
College. 

Donald J. McClurg has been appointed instructor in economics at the University of 
Texas. 

L. W. McKenzie, of Duke University, will spend the spring semester of 1956 at Yale as a 
guest of the Cowles Commission. 
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Taylor W. Meloan has been promoted from assistant professor to associate professor of 
marketing in the School of Business, Indiana University. 

John R. Meyer has been appointed assistant professor of economics at Harvard Univer- 
sity. 

Robert R. Milroy has been promoted from associzte professor to professor of accounting 
in the School of Business of Indiana University. 

Robert Minton, recently research associate in the University of Kentucky Bureau of 
Business Research, has accepted a teaching position at Memphis State College. 

R. V. Mitchell has been granted a semester’s leave from the University of Illinois to do 
consulting work with the firm of Alderson & Sessions in Philadelphia. 

Clarence A. Moore, formerly of the University of Chicago, has been appointed assistant 
professor of agricultural economics at Texas A & M College. 

David G. Moore has been appointed associate professor of business administration and 
director of the Executive Program in the School of Business, University of Chicago. 

Theodore Morgan has been promoted from associate professor to professor of economics 
at the University of Wisconsin. He is currently on leave to complete a research project on 
the economic development of Ceylon. 

Irving A. Morrissett, of the Survey Research Center of the University of Michigan, has 
been appointed assistant professor of economics at Purdue University. 

John F. Muth has been appointed instructor in economics at Carnegie Institute of Tech- 
nology. 

Richard Muth has been appointed lecturer in political economy at the Johns Hopkins 
University. 

M. J. Nadworny has been promoted to associate professor in the department of com- 
merce and economics at the University of Vermont. 

William H. Nicholls served as technical director of the seventh American Assembly, 
Graduate School of Business, Columbia University, on “United States Agriculture: Per- 
spective and Prospects,” which met in May, 1955. 

Elbert A. Nyquist has been promoted to assistant professor in the department of 
commerce and economics of the University of Vermont. 

Clinton L. Oaks has resigned from the University of Utah to accept a position in the 
marketing department of the University of Washington. 

Thomas J. Orsagh, formerly instructor in finance, has been appointed instructor in eco- 
nomics in the Wharton School, University of Pennsylvania. 

Robert C. Ortner has been appointed instructor in statistics at the Wharton School, 
University of Pennsylvania. 

J. M. Owen has been promoted to associate professor of accounting at Louisiana State 
University. 

James W. Parsons, Jr., of Louisiana State University, has accepted an appointment as 
associate professor of accounting and statistics at Baylor University. 

James Parthemos has been appointed instructor in the department of economics and 
business administration of Duke University. 

Don Patinkin has been appointed visiting lecturer in the department of political economy 
at the Johns Hopkins University for the current academic year. 

Robert T. Patterson has resigned from New York University to accept an appointment 
as associate professor of public finance at Claremont Men’s College. ; 

Merton J. Peck, of Harvard University, has been appointed assistant professor of eco- 
nomics at the University of Michigan. 

Mark Perlman has been appointed assistant professor of political economy at the Johns 
Hopkins University. 

William S. Peters, formerly of the Wharton School, University of Pennsylvania, has 
accepted a position in the School of Business Administration of the University of Montana. 
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Thomas A. Petit, of the University of California, Berkeley, has accepted an appointment 
as acting assistant professor of marketing in the School of Business Administration and 
assistant research economist in the Bureau of Business and Economic Research at the 
University of California, Los Angeles, for the year 1955-56. 

Robert B. Pettengill has accepted a year appointment as visiting professor of economics 
at Oberlin College. 

Giulio Pontecorvo has been appointed associate in economics for the year 1955-56 in 
the department of economics of the University of California, Berkeley. 

Rudolph A. Postweiler has been appointed assistant professor of economics at the Uni- 
versity of Idaho. 

Hoyt Price has been assigned to the Bureau of Far Eastern Affairs, Department of State 
as international economist. 

A. L. Prickett has resigned as chairman of the accounting department in the School of 
Business, Indiana University, but is continuing to serve as professor of accounting. 

Malcolm L. Pye has been appointed assistant professor in the College of Business Ad- 
ministration of the University of Florida. 

Leonard Rall, of Michigan State University, is serving as professor of economics in the 
School of Business at Sao Paulo, Brazil, under a technical assistance contract between the 
Foreign Operations Administration and Michigan State University. 

J. W. Reddoch has been promoted to assistant professor of business administration and 
assistant to the dean, Louisiana State University. 

Curtis Reierson, Jr., has been appointed assistant professor of marketing at Baylor Uni- 
versity. 

Stewart H. Rewoldt has been promoted from assistant professor to associate professor of 
marketing in the School of Business of Indiana University. 

J. Henry Richardson, Burton Montague Professor of Industrial Relations at the Uni- 
versity of Leeds, England, has been appointed visiting professor of economics at the Uni- 
versity of California, Berkeley, for the current academic year. 

L. Victor Riches has resigned from the University of Utah to accept a position with the 
Stanford Research Institute. 

Lawrence S. Ritter is on leave from Michigan State University to conduct a research 
study for the Federal Reserve Bank of New York. 

Frank G. Rizzardi has resigned from the General Motors Institute to accept an appoint- 
ment as assistant professor of accounting at the University of Idaho 

David R. Roberts, formerly of Carnegie Institute of Technology, has been appointed 
dean of the College of Business Administration of Butler University. 

Harry V. Roberts has been promoted to associate professor of statistics in the School of 
Business of the University of Chicago. 

W. Clyde Robinson has been appointed assistant professor of economics at Baylor Uni- 
versity. 

Charles E. Rollins has been appointed assistant professor of economics at Stanford Uni- 
versity for the current year. 

Nathan Rosenberg, of the University of Wisconsin, has been appointed lecturer in the 
department of economics, Indiana University, for the current academic year. 

Marvin E. Rozen has been appointed instructor in economics at Stanford University. 

Roy J. Sampson has been promoted to associate professor in the department of business 
administration at Pacific University. 

Raymond J. Saulnier is on leave from Barnard College to serve as a member of the 
Council of Economic Advisers. 

Joseph C. Schabacker has accepted an appointment as lecturer in business administration 
in the School of Business Administration, University of California, Los Angeles, for the 
current year. 
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Leon M. Schur has been promoted to assistant professor of business administration at 
Louisiana State University. 

Sherman Shapiro, formerly of the University of Texas, has been appointed assistant 
professor of economics at Notre Dame University. 

Ansel Sharp has resigned from Louisiana State University to accept a position at William 
Jewell College. 

John A. Shubin has been promoted from assistant professor to associate professor of 
economics in the School of Commerce, Accounts and Finance, New York University. 

Paul B. Simpson, formerly economist with the Federal Reserve Board of Governors in 
Washington, D.C., has been appointed professor of economics at the University of Oregon. 

Joe Small has been appointed assistant professor of economics and business administration 
at Lafayette College. 

A. Frederick Smith is acting assistant regional director of the Urban Renewal Administra- 
tion, Housing and Home Finance Agency, Atlanta, Georgia. 

Vernon L. Smith has been appointed assistant professor of economics at Purdue Uni- 
versity. 

Ezra Solomon has been promoted to associate professor of finance in the School of 
Business of the University of Chicago. 

Lewis C. Sorrell, of the University of Washington, has accepted a visiting professorship 
in management theory and transportation for the current academic year in the School of 
Business Administration, University of California, Los Angeles. 

Donald M. Soule, formerly of Humboldt State College, has been appointed assistant 
professor of economics at the University of Illinois. 

Jared Sparks, Jr., has been appointed instructor in economics at Purdue University. 

William F. Stanton, Jr., of the University of California, has accepted an appointment as 
acting assistant professor of business law in the School of Business Administration, Uni- 
versity of California, Los Angeles, for the current academic year. 

Robert W. Strain has resigned from Indiana University to accept a position at the 
University of Texas. 

James H. Street has been promoted to associate professor of economics at Rutgers Uni- 
versity. 

Paiil Streeten has been appointed fellow in political economy at the Johns Hopkins Uni- 
versity for the term beginning February 1956. 

Daniel B. Suits has been promoted to associate professor of economics at the University 
of Michigan. 

Theodore A. Sumberg has accepted a six-month appointment as advisor on monetary 
policy to the Central Bank of Guatemala. 

Theo Suranyi-Unger, of Syracuse University, was visiting professor at the University 
of Munich, Germany, in the summer of 1955. 

Floyd Swann has been appointed instructor in the School of Business Administration 
management department at the University of Miami. 

Milton C. Taylor, formerly of Marquette University, has joined the staff of the depart- 
ment of economics of the University of Wisconsin to work on an income tax study as a 
project associate. 

Ralph I. Thayer has been appointed chairman of the department of economics at the 
State College of Washington. 

William J. Thomas, associate professor of statistics and economics, has been named 
director of the Bureau of Business and Economic Research, Baylor University. 


Kenneth Thompson is on leave from Louisiana State University this year to serve on 
the staff of the University of Maryland in its European program of college training for 
members of the U. S. Armed Forces. 
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Howard L. Timms has been promoted from faculty lecturer to associate professor of 
management in the School of Business, Indiana University. 

Raymond R. Toledo has been appointed associate professor of business administration for 
the current year at the Immaculate Heart College of Los Angeles. 

Leland E. Traywick has been designated assistant coordinator of Michigan State Univer- 
sity’s technical assistance program for Vietnam which is being carried on under contract 
with the Foreign Operations Administration. 

Bertrum Trillich, of Texas Christian College, has been appointed assistant professor of 
marketing in the School of Business, University of Kansas. 

Roy E. Tuttle has resigned from the University of Utah to accept a position at the 
University of Wisconsin. 

Bernard Udis, of Princeton University, has accepted an appointment as assistant pro- 
fessor at the University of Tennessee. 

Lyndall Urwick, an internationally known authority in the field of management, de- 
livered five of the University of Minnesota Merrill Foundation Lectures in April and May. 

Stefan Valavanis, of the University of Michigan, has been appointed assistant professor 
of economics at Northwestern University. 

R. S. Van de Woestyne, professor of business administration, has been appointed acting 
dean of the School of Business, University of Chicago. 

William F. Vendley has been promoted from associate professor to professor of ac- 
counting at Purdue University. 

Peter Vukasin has been appointed visiting assistant professor of economics at Cornell 
University. 

Robert F. Wallace has been promoted to professor of economics at the State Colleg: of 
Washington. 

Richard J. Ward has been promoted to assistant professor of economics at Fordham 
University. 

William J. Watkins has been appointed faculty lecturer in marketing in the School of 
Business, Indiana University. 

Paul Weiner has been appointed instructor at Denison University. 

Philip Wernette, of the University of Michigan, made a lecture tour of South American 
capitals in the spring of this year, at the invitation of the U. S. State Department. His 
lectures were on the topics of the Future Economic Progress of Latin America and 
Capitalism versus Communism. 

Howard S. Whitney, formerly of Oklahoma A & M College, has been appointed assistant 
professor of agricultural economics at Texas A & M College. 

Richard C. Wilcock has been promoted to associate professor of labor and industrial 
relations in the Institute of Labor and Industrial Relations, University of Lllinois. 

Edgar Williams has been promoted from assistant professor to associate professor of 
management in the School of Business, Indiana University. 

Rufus Wixon, of the accounting department of the Wharton School, University of 
Pennsylvania, is serving as associate chief of party, Institute of Public and Business Ad- 
ministration, University of Karachi, Pakistan. 

Thomas A. Yancey has been appointed instructor in the department of economics, 
University of Illinois. 

Edwin Young has been promoted from associate professor to professor of economics at 
the University of Wisconsin. He is on leave this year to study internationa] economic or- 
ganizations in Brussels on a Ford grant. 

John H. Young has been promoted to assistant professor of economics at Yale University. 
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FIFTY-SECOND LIST OF DOCTORAL DISSERTATIONS IN 
POLITICAL ECONOMY IN PROGRESS IN AMERICAN 
UNIVERSITIES AND COLLEGES 


The present list specifies doctoral degrees conferred during the academic year terminating 
June 1955, and theses undertaken in the same period. In the latter category the year fol- 
lowing the dissertation title is the probable date of completion. 


Economic Theory; General Economics 


Degrees Conferred 


Gary S. Becker, Ph.D. Chicago 1955. Discrimination: A theoretical and statistical study. 
Marx Braus, Ph.D. Columbia 1955. The evolution of Ricardian economics in England. 
Russett A. Heaptey, Ph.D. Pennsylvania 1955. Pessimism in economic thought. 

James M. Henverson, Ph.D. Harvard 1955. A short-run model for resources: with appli- 
cations for coal. 

Joun H. Hoactanp, Ph.D. Ohio State 1954. Charles Babbage, 1792-1871—industrial an- 
alyst. 

Catia Coun Hune, Ph.D. Washington 1955. A classification of market structures: theory 
and empirical implications. 

Bryce J. Jones, Ph.D. St. Louis 1955. Theories of economic stagnation. 

Lionet Lerner, Ph.D. Johns Hopkins 1955. Theories of imperialist exploitation. 

BertrAM F. Levin, Ph.D. Wisconsin 1955. Theories of the real rate of interest. 

Cu’unc Tat Lu, Ph.D. Maryland 1954. Elements of a theory of economic development of 
underdeveloped countries: a generalization of projected patterns of economic development 
in countries surveyed by the International Bank for Reconstruction and Development. 

Howarp T. Luptow, Ph.D. Fordham 1955. The Malthusian controversy: history of the 
theory of population in English economics from Malthus to Mill. 

Motuer Raymonp McKay, Ph.D. Fordham 1955. Some similarities in the economic think- 
ing of Sir James Steuart and John Maynard (Lord) Keynes. 

Lawrence Napers, Ph.D. California 1954, Alfred Marshall’s system of economic reform. 

Stster Mary Sitverrus Sutetps, R.S.M., Catholic 1955. Some Irish contributions to the 
history of economics. 

Vernon L. SmitH, Ph.D. Harvard 1955. A theoretical and empirical inquiry into the 
economic replacement of capital equipment. 

Ricwarp Spancter, Ph.D. California (Los Angeles) 1955. Reconsideration of short-run 
wage theory. 

Jerome L. Stern, Ph.D. Yale 1955. Economic theory and industrialization arguments. 

Rosert F. VoertMan, Ph.D. Texas 1955. Market expansion and economic development. 

Pinkney C. WaLxer, Ph.D. Pennsylvania 1955. The interest theories of Béechm-Bawerk, 
Fisher and Keynes: a critique. 

Wrr1am Warntz, Ph.D. Pennsylvania 1955. The geography of price—an attempt to de- 
velop a theory of the geographical variation of price using concepts measuring the space 
and time dimensions of certain economic phenomena. 


Theses in Preparation 


Ropert E, Barcxiey, B.S.C. North Dakota 1949; M.A. Columbia 1950, Theories of eco- 
nomic growth. 1955. Illinois. 

Ratpx B. Bristor, Jr., B.A. Amherst 1952; M.A. Yale 1953. An investigation of the 
phenomenon of quality variation. 1956. Yale. 


777 


ba 


778 THE AMERICAN ECONOMIC REVIEW 


JosepH Cammorosano, B.S. Fordham 1947; M.A. New York 1949. Keynes’ contribution to 
international trade theory 1956. Fordham. 

Epwarp J. Coox, B.S. Fordham 1949; M.A. Columbia 1950. Macro-economic implications 
of the betterment factor. 1956. Fordham. 

Grorce Darton, B.A. Indiana 1950; M.A. Columbia 1951. Resource allocation under cen- 
tral planning: a theoretical critique. 1956. Oregon. 

Loretta Dunpuy, B.C.S. Drake 1948; M.A. Catholic 1950. Simon Newcomb: his con- 
tribution to economic thought. 1956. Catholic. 

Frep L. Gump, Jr., B.A. Harvard 1950. Economic development theory and international 
trade theory. 1956. Harvard. 

Joun P. Henverson, B.A. California 1944. David Ricardo’s theory of value as the clas- 
sical macro theory of production. 1955. Maryland. 

Lionet W. McKenzir, Jr., B.A. Duke 1939; M.A. Princeton 1946. Application of activity 
analysis to the theory of general equilibrium. 1956. Princeton. 

Joun M. B. Moss, B.A. Trinity (Cambridge) 1952. Theory of capital and interest. 1956. 
Mass. Inst. of Technology. 

Ricwarp R, Netson, B.A. Oberlin 1952; M.A. Yale 1953. A theory of the nature of low 
level equilibrium in underdeveloped areas. 1956. Yale. 

Bernarp Newton, B.B.A. City (New York) 1944. The economics of Francis Amasa 
Walker: American economics in transition. 1957. Columbia. 

Josern Normire, B.S. Cornell 1948; M.A. Catholic 1951. Analysis of the eronomic theories 
of Richard Ely and his contribution to the development of economic science in the 
United States. 1957. Catholic. 

Bernarp Oxon, B.A. Brooklyn 1953. A theoretical and empirical study of the pricing and 
production policies of the multi-product firm. 1956. Johns Hopkins. 

Kyoner Sasaki, M.A. Tokyo Imperial 1944. Western influence on Japanese economic 
thought from 1920 to 1930. 1957. Columbia. 

C. Mery Sutuivan. Role of standardization in modern consumption theory. 1956. George- 
town. 

BrenyAMIn T. Teeter. The stable share ratio. 1955. Georgetown. 

Perer R. Toscano, M.A. Chicago 1951. Economic thought in Milan and Tuscany, 1737- 
1800. Chicago. 

Wriu1aM H. Trumso, B.A. Southeast Missouri State Teachers 1947; M.A. Missouri 1950. 
The measurement of monopoly. 1955. Colorado. 

Frank Uttricn, B.A. Innsbruch 1937; M.A. Fordham. The significance of Johann Karl 
Robertus in 19th century and contemporary economic thought. 1956. Fordham. 

FrRankiin V. Waker, B.A. California 1950; M.A. Harvard 1954. The criticism of the 
concept of balanced growth in economic development. 1955. Harvard. 

Suenc-Wvu Wane, B.A. Nat. Tsin Hua (China) 1943; M.A. Missouri 1951. Development 
of capital theory. 1957. Wisconsin. 

Rosert M. Witt, B.A. Western Ontario 1953; M.A. Duke 1955. The development of 
economic science in Chile. 1956. Duke 

James G. Witte, B.A. Knox 1952; M.A. Indiana 1954. Automatic production and unem- 
ployment: A theoretical analysis. 1956. Indiana. 

Epwarp J. Zaset, B.A. Syracuse 1950; M.A. Princeton 1953. The concept of capacity. 
1956. Princeton. 

ARNOLD ZeLLNeER, B.A. Harvard 1949. Innovations and economic growth. 1956. California. 


Economic History; National Economies; Economic Development 
Degrees Conferred 


Jawancrr Amovuzecar, Ph.D. California (Los Angeles) 1955. Iran and the Point Four 
program. 
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Joun H. Auten, Ph.D. Mass. Inst. of Technology 1955. New Zealand and cyclical de- 
pendence, 1920-1939. 

Racusir S. Buatia, Ph.D. Columbia 1955. The role of foreign investments in the economic 
development of India. 

Leo V. Bonnett, George Washington 1955. Foreign exchange availability and Indian eco- 
nomic development. 

Auice E. Bournevur, Ph.D. Harvard 1955. Financing the Norwegian post-war investment 
program and the elimination of suppressed inflation. 

Maurice L. Brancu, Ph.D. Wisconsin 1954. The paper industry in the lake states region, 
1834-1947, 

Esme Y.-Y. Cuu, Ph.D. Radcliffe 1955. Economic development in Malaya: the problem 
in a plural society. 

Fintey M, Cuvu (Fenc Mino), Ph.D. Wisconsin 1955. China’s old culture and new order. 

Davin C. Corsett, Ph.D. McGill 1954. Immigration, population growth and the economic 
development of Canada. 

H. Jerome Cranmer, Ph.D. Columbia 1955. The New Jersey canals: a study of the role of 
government in economic development. 

Howarp R. DeLancy, D.B.A. Indiana 1954. History of the Cole Motor Car Company. 

Davip Ferrx, Ph.D. California 1955. Industrialization and chronic inflation in underde- 
veloped countries. 

Paut E. Fenton, Ph.D. Florida 1955. The struggle for control of the Florida Central Rail- 
road (1867-1882): a case study of business enterprise in post-Civil War Florida. 

James P. GittincEr, Ph.D. Iowa (Ames) 1955. Economic development through agrarian 
reform. 

Wru1aMm P. Grape, Jr. Ph.D. Texas 1955. The role of government enterprise in the eco- 
nomic development of underdeveloped regions. Mexico: a case study. 

Lovis-Marre Goreux, Ph.D. Chicago 1955. Agricultural productivity and economic de- 
velopment in France (1852-1950). 

Samvuet GottTiies, Ph.D. Columbia 1955. The role of international specialization in the 
economic development of Turkey. 

IsrazL Kucier, Ph.D. New York 1954. The woman’s rights movement and the national 
labor union (1866-1372). 

Bentto F. Lecarpa, Jr., Ph.D. Harvard 1955. Foreign trade, economic change and entre- 
preneurship in the 19th century Philippines. 

Letanp Sunc Liane, Ph.D. Pennsylvania 1955. Problems of the cotton manufacturer in 
China. 

Tacui Mortazavi, Ph.D. Wisconsin 1955. Government in the economy of Iran 1925-1942. 

Kenji Oxupa, Ph.D. Harvard 1955. The industrial development program in Puerto Rico, 
1942-53. 

ApAMANTIOs Pepetasis, Ph.D. California 1954. Socio-cultural barriers to the economic 
development of Greece. 

Cuartes E. Rotts, Ph.D. Stanford 1955. Raw materials development and economic 
growth: a study of Bolivian and Venezuelan experience. 

Wurarp D. SHarre, Ph.D. Harvard 1955. The economic policies of the popular front gov- 
ernments of France, 1936-38. 

Morris SrtnceR, Ph.D. California 1955. Case studies in the policies of economic develop- 
ment: the experiences of New Zealand and Japan. 

Pepro C. M. TricHert, Ph.D. Texas 1955. Industrial development policy in Uruguay. 

Syivia Wiseman, Ph.D. McGill 1954. Planning of underdeveloped areas. 

Geng L. Wunverticu, Ph.D. Iowa (Ames) 1955. The Bombay Tenancy and Agricultural 
Lands Act as a means of agrarian reform. 

Taro YAMANE, Ph.D. Wisconsin 1955. Post-war inflation in Japan. 
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. Theses in Preparation 


Risur Asu E1-Hayj, B.A. American (Beirut) 1950; M.A. California (Los Angeles) 1951. 
Oil industry: a strategic factor in the economic development of Iraq. 1956. Columbia. 
Water Apamson, B.A. New York 1939; M.A. 1940; M.A. Fletcher School Law and 
Diplomacy 1953. A study in economic development. 1957. Fletcher School Law and 

Diplomacy. 

Asput Sanre Atwan, B. Com. Baghdad 1951; M.A. California (Los Angeles) 1953. Land 
policy and economic development in Iraq. 1956. Wisconsin. 

Morn Upprn Baout, B.A. Islamia (India) 1950; M.A. Punjam (India) 1952. The general 
theory of fiscal and monetary controls as modified in their application to conditions in 
underdeveloped countries; with particular reference to Pakistan. 1956. Kansas. 

Roy J. Cameron, B.Ec. Adelaide (Australia) 1948; M.A. 1951. Inflation in a dependent 
economy : Australia, 1945-52. 1956. Harvard. 

Henry P. Cavuiriecv, B.S. Harvard 1940; M.P.A. 1949. British iron and steel industry. 
Harvard. 

Cartes Con Kin, B.A. Waynesburg 1941; M.A. Pittsburgh 1950. Economic history of the 
northern sections of the West Virginia pan-handle. 1956. Pittsburgh. 

Mary E. Craic, B.A. North Carolina 1947; M.A. 1950. A history of the North Carolina 
furniture industry with special reference to locational factors. 1956. Duke 

Lance E. Davis, B.A. Washington 1952; M.A. 1953. The sources of finance for American 
industry prior to the Civil War. 1956. Johns Hopkins. 

Norton T. Dopce, B.A. Cornell 1948; M.A. Harvard 1951. The Soviet tractor industry 
and the mechanization of agriculture. 1955. Harvard. 

Harotp B. Exuriicu, B.A. Rutgers 1950; M.A. 1951. Planning under nationalization: 
British theory and practice. 1956 Rutgers. 

Donatp A. Fink, B.A. Yale 1952; M.A. 1954. The economic significance of technological 
innovation at the Inland Steel Company since 1900. 1956. Yale. 

Mitton L. Guicx, B.A. New York 1949; M.A. Chicago 1951. The effects of economic 
development on the returns to labor in Mexican agriculture. Chicago. 

Sonta Gorp, B.A. Hunter 1938. Role of government in private enterprise as evidenced by 
programs of the World Bank. 1956. Pittsburgh. 

Leon Hortierman, B.A. Rochester 1939, Viability of the Japanese economy, with special 
consideration of international trade problems. 1957. California. 

Conravo E. Hunter, B.S. McGill 1951; M.A. Harvard 1953. Canada’s conduciveness to 
Latin American economic development. Harvard. 

WiuraM L. Ivey, B.S. Alabama Poly. Inst. 1948; M.S. North Carolina 1951. American 
labor and national issues 1827-1954. 1956. North Carolina. 

Nancy J. Kenney, B.A. Swarthmore 1951; M.A. Fletcher School Law and Diplomacy 
1953. The economic ideas of Gandhi and Indian economic planning. 1957. Fletcher 
School Law and Diplomacy. 

Freperick V. Loup, B.A. Harvard 1929. Mobilization of development finance in the Arab 
Middle East. 1957. Columbia. 

Racazr Wa. Er Matraxu, B.C. Fouad (Egypt) 1949; M.A. Rutgers 1951. Effects of the 
second world war on the economic development of Egypt. 1955. Rutgers. 

Ruta L. Merzcer, B.A. Bryn Mawr 1950. French monetary problems and policies since 
1945. 1956. Harvard. 

BenyaMin A. Miciarix, B.A. St. Joseph 1940; M.A. Fordham 1942. The Lehigh Coal 
and Navigation Company 1913-53. An economic analysis of the anthracite coal industry. 
1956. Fordham. 

Joun J. Murry, B.A, Catholic 1952; M.A. Yale 1954. The foundation and development 
of two Massachusetts waterpower industrial valleys: a comparative historical study. 
1956. Yale. 
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Freperick T. Neety, B.S. Virginia 1950; M.A. 1951. Financial history of Virginia, 1776- 
1861. 1956. Virginia. 

Om PraxasH NiyHAwAN, B.A. East Punjab (India) 1950; M.A. Nebraska 1954. A prag- 
matic framework for the industrialization of India. 1956. Nebraska. 

Pius N. Oxicso, B.A. London School of Economics 1946; B.S. 1949. Capital formation 
and economic development in Nigeria. 1956. Northwestern. 

H. A. Otuwasanmt, B.A. Morehouse 1951. Nigerian agriculture: a study in farming or- 
ganization with special reference to technical and economic development. 1955. Harvard. 

Bernarp Z. Orzecu, B.S. California 1950. The role of economic fluctuations in the growth 
of the German economy, 1873-1914. 1957. California. 

ALGIMANTAS PETRENAS, Dipl. rer. pol. Hamburg 1949. The process of economic growth in a 
controlled economy. 1957. Columbia. 

Grorce M. Powe, B.A. Arkansas 1950; M.A. Minnesota 1951. Use of commercial policy 
for economic development in selected countries. 1955. Illinois. 

Gustav Rants, B.A. Brandeis 1952; M.A. Yale 1953. Japan—capital accumulation and 
economic development. 1956. Yale. 

Ronarp G. Riker, B.A. California 1952; M.A. Fletcher School Law and Diplomacy 1953. 
Developmental planning in Norway. 1957. Wisconsin. 

Gaston V. Rimmrncer, B.A. Washington 1951. A comparative study of the pattern of 
trade union formation in the beginning of industrialization in the U. S., England, France, 
Germany and Russia. 1956. California. 

SHeEtpon Scuarrer, B.A. Iowa 1943; M.A. Yale 1947. Adjustment to technological product 
change; an industrial history of the Graton and Knight Company. 1956. Yale. 

Husert Scuirrer, S.J., Lic. St. Miki (Japan) 1945; M.A. Fordham 1952, Postwar recon- 
struction of the Japanese banking system. 1956. Fordham. 

Hans O. Scumitt, B.A. California 1952. The role of monetary policy im the economic 
development of southeast Asia. 1956. California. 

Sister Genevieve Louise SHreHAn, B.S. St. Rose 1937; M.A. Catholic 1944. A synopsis 
and evaluation of the theories dealing with the economic decline of Rome. 1956. Ford- 
ham. 

Barry Srecat, B.A. California 1951. Banking policy and economic development: case study 
of Mexico. 1956. California. 

Rosert G. Sprecerman, B.S. California 1949; M.A. 1953. The role of the tariff in India’s 
industrial development. 1956. Columbia. 

W. Pavut SrrassMAn, B.A. Texas 1949; M.A. Columbia 1950. Risk and technological in- 
novation in producers’ goods, 1820-1885. 1956. Maryland. 

Sreran StyKoxt, B.A. Toronto 1946; M.A. Harvard 1949. British overseas investments as 
a factor in Canadian economic development. 1867-1913. Harvard. 

Puiuip S. THomas, B.A. Oberlin; M.A. Michigan. Foreign capital in the economic develop- 
ment of India. 1957. Michigan. 

Sroxes M. Torsert, B.A. Yale 1948; M.A. Harvard 1950. Central banking and economic 
development: a case study of India. 1955. Harvard. 

Rosert L. West, B.A. Yale 1948; M.A. 1950. Kenya in the British Empire; problems of 
economic policy between the world wars. 1956. Yale. 

Exmus R. Wicker, B.A. Louisiana State 1946; M.A. 1948; B. Phil. Oxford 1951. The 
Colonial Development Corporation 1948-1953. 1955. Duke. 

Kunc-Cuia Yeu, LL.B. National Tsing Hua (China) 1948; M.B.A. Columbia 1952. The 
changing structure of import trade in the course of economic development. 1957. 
Columbia. 


782 THE AMERICAN ECONOMIC REVIEW 


Degrees Conferred 


Rosert L. BasMANN, Ph.D. Iowa (Ames) 1955. Application of several econometric tech- 
niques to a theory of demand with variable tastes. 

NatHan Gotprars, Ph.D. New York 1955. Longitudinal statistics—their quality and ap- 
plication. 

Detsert C. Hastincs, Ph.D. Minnesota 1954. A monthly index of regional business ac- 
tivity based on net product measurement. 

Joun R. Mever, Ph.D. Harvard 1955. Business motivation and the investment decision: 
an econometric study of post-war investment patterns in the manufacturing sector. 


Theses in Preparation 


Louis P. Ceccuint, B.A. Wesleyan 1942; M.A. 1944. The historical development of time 
series analysis. 1957. Catholic. 

Ep. F. Crim, B.S. Oklahoma 1943; MLS. Illinois 1953. Temporal relations among economic 
variables and contra-cyclical economic policy. 1955. Illinois. 

Frepertck O’R. Hayes, B.A. Hamilton 1947; M.A. Harvard 1949; M.P.A. 1948. The 
time relation between input and output flows in investment goods industries. Harvard. 

Grorce W. Lapp, B.S. South Dakota State 1950; M.A. Michigan State 1951. Regressions 
in econometric models under different assumptions concerning the nature of the data. 
1955. Illinois. 

Ricuarp E. Quanot, B.A. Princeton 1952; M.A. Harvard 1955. Probability in economic 
theory and statistical inference in input-output analysis. 1956. Harvard. 

Tuomas E. Yancey, B.S. Missouri 1948; M.A. 1949. Economic relations under different 
assumptions concerning price flexibility. 1955. Illinois. 


Economic Systems; Planning and Reform; Cooperation 


Degrees Conferred 


Mouamep Asp Ex-Wapoop Ph.D. Wisconsin 1955. The relationship of the business 
cycle to the organization of cooperative associations. 


Theses in Preparation 


Joun E. Extiott, B.A. Occidental 1952. A critique of current theories of economic plan- 
ning. 1956. Harvard. 

Lemont K. Ricuarpson, B.A. Wisconsin 1952; M.A. Cornell 1953. A history of the 
rural electric cooperatives in Wisconsin. 1956. Wiscpnsin. 


National Income and Social Accounting 


Degrees Conferred 


Joun W. Kenvricx, George Washington 1955. The meaning and measurement of national 
productivity. 

Epwin Mansriztp, Duke 1954. City size and income, 1949. 

T. Harry McKryney, Ph.D. Oklahoma 1955. Methods of estimating wages and salaries 
in the counties of Oklahoma. 


TITLES OF DOCTORAL DISSERTATIONS 783 


Harrow D. Ossorne, Ph.D. Georgetown 1955. Economic foresight and gross national 
product models. 

Kear SancHa, Ph.D. Oklahoma 1955. An analysis of wages and value added by manu- 
facture in Oklahoma. 


Theses in Preparation 


Rosert A. BanpvEEN, B.A. Western Ontario, 1952. State per capita incomes and auto- 
mobile expenditures, 1940-1950. 1955. Duke. 

Tuomas J. Finn, B.A. Boston 1951; M.A. Harvard 1954. Factors infiuencing the level of 
national income in the United States, 1945-54. 1956. Harvard. 

Paut E. Netson, B.B.A. Oklahoma 1951; M.B.A. 1952. The allocation of transfer pay- 
ments in Oklahoma by county. 1956. Oklahoma. 

Frank Pret, B.S. Kansas 1942; M.B.A. 1947. Forms in which Kansans hold their wealth 
at time of death. 1955. Kansas. 

Wa ter A. Spivey, B.A. North Carolina 1950; M.A. 1952. Income payments in North Caro- 
lina counties, 1939-1950. 1955. North Carolina. 


Business Fluctuations; Prices 


Degrees Conferred 


Vircinta G. Fracc, Ph.D. California 1955. Business fluctuations and the automobile 
industry. 

Epwin Kua, Ph.D. Harvard 1955. An econometric investigation of accelerator and profit 
theories of investment. 

Emer P. LotsHaw, Ph.D. Iowa 1955. Inflation—an equilibrating process. 


Theses in Preparation 


Juuius W. Aten, B.S. Iowa 1937; M.A. American 1948. Economics of the Employment 
Act of 1946. 1956. Johns Hopkins. 

Tuomas F. Dernsurc, B.A. Swarthmore 1952; M.A. Yale 1953. The acceleration prin- 
ciple in business cycle theory. 1956. Yale. 

Lyte E. Gramtey, B.A. Beloit 1951; M.A. Indiana 1952. Long-term investment oppor- 
tunities and the major-minor cycle dichotomy. 1955. Indiana. 

Dovcrtas G. Hartre, B.A. Carleton 1950; M.A. Duke 1954. Employment forecasting, 
by industry, in Canada. 1956. Duke. 

Epwarp G. Kocu, B.S. New York 1937; M.B.A. Michigan 1954. Business planning and 
economic policy : their significance in the 1953-54 recession. 1956. Michigan. 

James P. Locan, B.A. Princeton 1943; M.B.A. Harvard 1949. The use of forecasts in 
business planning. 1957. Columbia. 

Arvin E. Mutanax, B.S. Kansas State 1946; M.S. 1951. A study of business failures and 
their relation to general business conditions. 1956. Ohio State. 

Dermar D. Ray, B.A. Western Kentucky State 1936; M.B.A. Chicago 1947, An evaluation 
of accounting: methodology as an accentuating factor in business fluctuation. 1956. 
Florida. 

Cuartes D. SmirH, B.A. Swarthmore 1950. The countercyclical potential of state and fiscal 
action. 1956. Cornell. 

Henry TuHomassen, B.Ed. Alberta 1951; B.Sci. 1953; M.A. Stetson 1954. The implica- 
tions of business planning for economic stability in the United States. 1956. Nebraska. 
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Money and Banking; Short-Term Credit; Consumer Finance 


Degrees Conferred 


Bernarp J. Brenvenu, D.B.A. Harvard 1955. The function of the board of directors of 
smaller commercial banks. 

Rosert P. Brack, Ph.D. Virginia 1955. An analysis of the impacts of the 1953 and 1954 
reductions in Federal Reserve member bank reserve requirements. 

Harry Branot, Ph.D. Columbia 1955. U.S. monetary and credit policies between the end 
of World War II and the outbreak of the Korean war. 

CHacko CHacxo, Ph.D. New York 1955. The monetary and fiscal 
policy of India. 

Smin-Cuen Cuen, Ph.D. Illinois 1955. A proposed banking system for China with 
special reference to the system of the United States. 

Wrtu1aM H. Ficutuorn, D.B.A. Harvard 1955. Retail store charge account services offered 
by commercial banks. 

Cartes F. Haywoop, Ph.D. California 1955. The implementation of monetary policy, 
with special attention to the availability of credit. 

G. T. Hucwapra, Ph.D. New York 1955. The Reserve Bank of India and the money 
market. 

Joun J. Kiet, Ph.D. Chicago 1955. German monetary development 1932-1944. 

Rosert P. Lumpxtin, Ph.D. Harvard 1955. Bank capital: problems and policies. 

Hersert H. Mircuerr, Ph.D. North Carolina 1954. The development of commercial bank- 
ing in North Carolina, 1865-1935. 

Leon M. Scuur, Ph.D. Wisconsin 1955. Central bank inflation control—American experi- 
ence 1780-1929. 

ArtHur J. R. Smirn, Ph.D. Harvard 1955. The growth of public and private debt in the 
United States, 1914-48. 

Ausrey N. Snetirncs, Ph.D. Virginia 1955. The development of monetary policy in 
West Germany, 1948-1953. 

Louis M. Spaparo, Ph.D. New York 1955. Salvation through credit reform : an examination 
of the doctrines of Proudhon, Solvay, and C. H. Douglas. 

Harotp L. Spain, Ph.D. California 1954. A history and appraisal of the real-balance 
doctrine. 

Tuomas I. Storrs, Ph.D. Harvard 1955. An evaluation of credit control tools. 

Grorce M. Taoxa, Ph.D. Columbia 1955. The role of the Bank of Japan in the ad- 
ministration of the economic and financial controls of the government during national 
emergencies. 

Stoxes M. Torpert, Ph.D. Harvard 1955. Central banking and economic development: 
a case study of India. 

Cares E. WaLKeEr, Ph.D. Pennsylvania 1955. Federal Reserve policy and the government 
security market. 

Harorp Wotozin, Ph.D. Columbia 1955. The control of consumer credit from 1941 to 
1949, 


Pete Zipnak, Ph.D. Southern California 1955. Arizona’s small loan problem. 


Theses in Preparation 


Nicworas Barasxins, Dipl. rer. pol. Goettingen (Germany) 1949; M.A. Rutgers 1953. The 
currency reform of West Germany in 1948. 1956. Rutgers. 
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A. Bavsacn, B.A. California (Los Angeles). Availability conditions of bank credit. 1958. 
California (Los Angeles). 


Mmton F. Baver, B.A. Western Ontario 1947; M.A. Toronto 1949. The credit union 
movement in the Province of Quebec. Chicago. 


Don C. Brwenstrine, B.S. Oregon 1947; M.A. California (Los Angeles) 1954. A history 
of commercial banking in Arizona. 1956. Southern California. 


Carrot W. Enters, B.S. Colorado 1942; M.S. 1949. Survey in the field of consumer 
credit in Indiana. 1956. Indiana. 


O. Rocers Fiynn, Jr., B.S. Columbia 1921. A preliminary study of the relationship of 
capital strength and risk position of 208 large commercial banks in the United States at 
December 31, 1938; December 31, 1945; December 31, 1952. 1956. Columbia. 


Mattuew H. Jonas, B.A. California (Los Angeles) 1950; M.A. 1951. The nature, behavior 
and significance of savings (time) deposits. 1957. California. 


Josern A. Kenog, C.S.C., B.A. Notre Dame 1933; M.A. 1941. Selected financial trends 
of commercial banks of Indiana, 1915-1954. 1956. Catholic. 


Ortanvo H. Loso, B.A. California 1951. Monetary measures and the capital market. 1957. 
California. 

Cuartes F. Merenzine, B.A. Brooklyn 1947. An analysis of federal credit unions in the 
United States. 1956. New York. 


ALLan H. MEttzer, B.A. Duke 1948. Monetary problems of French inflation 1939-54. 1958. 
California (Los Angeles). 


Boris P. Pesex, B.A. Coe 1952. Monetary policy of Czechoslovakia, 1945-1953. Chicago. 


Rosert W. Strain, M.B.A. Louisiana State 1949; B.B.A. Texas Technological. Life with 
the Lincoln, a history of the Lincoln National Life Insurance Company, 1905-1955. 
1955. Indiana. 


Gamit Tewrixk, B. Com. Alexandria 1948; M.A. Minnesota 1951. A study of Minnesota 
credit unions with consideration of adaptability of such institutions to underdeveloped 
countries, 1955. Minnesota. 


Tuomas E. Van Daum, B.A. Hope 1948; M.A. Michigan 1949. Bank behavior and mone- 
tary policy. 1956. Michigan. 


Joun E. Van Tasset, B.A. Boston 1950; M.A. 1953. An analysis of American banking 
practices. 1956. Harvard. 


NASSROLLAH VaAgar, Lic. in Law, Tehran 1943. An evaluation of the liquidity of the 
assets of commercial banks for selected years. 1955. Kansas. 


Marx L. Weute, B.S. Harverd 1937. The level of long-term interest rates in relation to 
business cycles. 1956. Columbia. 


Business Finance; Investments and Security Markets; Insurance 


Degrees Conferred 
Kerra L, Broman, Ph.D. Nebraska 1955. Some effects of non-contributory pension plans 
on the financial policy of corporations. 
Jack W. Casnin, Ph.D. Texas 1955. History of savings and loan associations in Texas. 
Rosert S. Crinz, Ph.D. Pennsylvania 1955. Valuation of life insurance assets. 
Joun R. Drier, Ph.D. New York 1955. The sale of securities through privileged subscrip- 
tions. 
Jesse Gioster, Ph.D. Pittsburgh 1955. North Carolina Mutual Life Insurance Company. 
Marx GREEN, Ph.D. Ohio State 1955. An analysis of credit insurance. 


786 THE AMERICAN ECONOMIC REVIEW 


Roy J. Henstey, Ph.D. California 1955. An evaluation of economic performance of the 
property insurance industry. 

Kenneto W. Herrick, Ph.D. Pennsylvania 1955. Total disability provisions in life in- 
surance policies. 

Harris Loewy, Ph.D. Wisconsin 1954. The flow of net cash savings through life insurance 
companies. 

Joun L. O’Donnett, D.B.A. Indiana 1954, The financial operations of a regional invest- 
ment bank. 

Peter C. Peastey, Ph.D. Fordham 1955. The Investment Company Act of 1940; back- 
ground, critical appraisal and recommendations for change. 

Crayton J. Piurcner, Ph.D. Michigan 1955. Convertible bonds and preferred stocks; an 
analysis and evaluation of their role as capital raising instruments. 

Max Ricuarps, Ph.D. Illinois 1955. Intermediate credit and loan capital for small business. 

Harotp W. Sniper, Ph.D. Pennsylvania 1955. Investment in commercial real estate by life 
insurance companies. 

Rosert M. Stevenson, D.B.A. Indiana 1955. Major medical expense insurance. 

Lester B. Strickter, D.B.A. Indiana 1954. Financing of certain trucking companies from 
1940 to 1952. 

Josern F. Trosrrr, D.B.A. Indiana 1954. A case study of the effect of group life insurance 
on the ownership of individual life insurance. 

James WERT, Ph.D. Ohio State 1954. Sources of equity capital for the small businessman. 


Theses in Preparation 


StepHen H. Arcuer, B.A. Minnesota 1949; M.A. 1953. Life insurance companies and the 
variable annuity. 1956. Minnesota. 

Oxtver D. Dickerson, B.S. Pennsylvania 1948; M.B.A. 1951. Guaranteed renewable dis- 
ability insurance. 1955. Pennsylvania. 

Monroe Fiscuer, B.A. Duke 1937; M.A. 1938. The effect of insider activity upon common 
stock prices. 1956. American. 

Watter T. Greaney, Jr., B.A. Boston College 1943; LL.B. Boston University 1948; LL.M. 
1949; M.A. Harvard 1955. Effects of corporation income tax on corporate investment 
and operational policy. 1956. Harvard. 

Ricwarp J. Kruizenca, B.A. Hope 1952. Price expectations in financial markets. 1956. 
Mass. Inst. of Technology. 

Howarp C. Launstein, B.A. Michigan State 1947; M.A. 1948. The development of 
financial statements for management of casualty insurers. 1955. Ohio. 

Jacx H. Matuews, B.S. Kansas 1948; M.B.A. Indiana 1953. Cash working capital require- 
ments in regulated companies. 1956. Indiana. 

Epwarp A. Netson, B.S. De Paul 1948; M.B.A. Chicago 1949. Analysis of the stock of life 
insurance companies as investments. 1956. Missouri. 

Josep Newnouse, B.S. West Virginia 1949; M.A. 1951. The investment banking case: 
an economic and legal analysis. 1956. Cornell. 

Metvitte Peterson, B.S. Washington (St. Louis) 1943; M.S. 1948. A comparative study in 
debenture and mortgage bond financing. 1955. Illinois. 

Cartes B. Saunpers, B.S. Alabama 1942; M.A. 1949. Promotional methods now used 
by various financial instiutions to secure equitable capital. 1956. Indiana. 

Jerome Zorr=r, B.A. Pittsburgh 1952; M.A. 1953. History and methods of automobile 
liability insurance rate-making. 1956. Pittsburgh. 
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Public Finance 


Degrees Conferred 


ALEXANDER S. Batinxy, Ph.D. Harvard 1955. Albert Gallatin: Republican financier. 

AtpHa CuHunc-1 Cxuianc, Ph.D. Columbia 1954. Income taxation in the federal state: a 
study of jurisdictional conflict. 

Joun M. Firestone, Ph.D. Columbia 1955. Cyclical behavior of federal receipts and ex- 
penditures: 1879-1949. 

Gienn W. FisHer, Ph.D. Wisconsin 1954. State individual income tax jurisdiction: a study 
of unreutral taxation. 

James E. Howe t, Ph.D. Yale 1955. Federal fiscal policies and the regional economy: a 
study of distributive impact, 1950 and 1953. 

Rosert N. Howe tt, Ph.D. North Carolina 1954. A critical study of the application of the 
principle of the net income tax in North Carolina. 

Norman H. Jones, Jr., Ph.D. Iowa 1954. The regional redistribution effects of federal 
revenues and expenditures. 

Harotp Q. LancENpDERFER, D.B.A. Indiana 1954. The federal income tax: 1861-1872. 

Rosauie B. Levine, Ph.D. Wisconsin 1955. State-local fiscal relations: the New York and 
Wisconsin systems. 

Davin E. Suirtey, Ph.D. Southern California 1955. Economic and administrative aspects 
of capital budgeting in municipalities. 


Theses in Preparation 


Lewis C. Betti, B.A. Berea 1953; M.A. Emory 1954. An analysis of third-structure taxes 
for highway use with special reference to their applicability to Kentucky. 1956. Kentucky. 

Dwicut S. Brotuers, B.A. Colorado 1951; M.A. Princeton 1954. Capital consumption al- 
lowances as an object of public policy in the United States. 1956. Princeton. 

Deane C. Carson. Treasury refinancing and monetary management: 1954-55. 1956. Clark. 

Leo Cowen, B.S. California (Los Angeles) 1950; M.A. 1953. The federal budget as a tool 
for economic policy : a suggested framework. 1956. California (Los Angeles). 

Seymour Frexowsky, B.A. Wayne 1942; M.A. Harvard 1948. Economic effects of death 
taxes. 1955. Harvard. 

Jacx E. Gexranp, B.A. Brooklyn 1943; M.A. 1948. The avoidance of personal income 
taxes in the United States. 1956. New York. 

Rosert K. Kinsey, B.A. Indiana 1949. An exploration into the possibilities of incorporating 
a national lottery into our tax system. 1957. Columbia. 

Micwaet E. Levy, B.A. Hebrew 1952. The impact of secular inflation on the tax system. 
1957. Columbia. 

Hvucw H. Macautay, B.S. Alabama 1947; M.S. 1948. Tax-favored income, the economy 
and public finance. 1956. Columbia. — 

Wr11aM J. McKinstry, B.A. Michigan State 1943; M.A. Columbia 1947. Some aspects 
of the redistributive effects of the federal estate tax. 1956. Yale. 

Arnert M. Moore, B.A. Queens (Ontario) 1949. The tax treatment of the Canadian oil 
extraction industry. Chicago. 

Hector J. Rivera, B.A. Puerto Rico 1945; M.A. New York 1949. Puerto Rican income 
tax. 1957. New York. 

Otrver L. Rosrnson, B.A. Wesleyan 1952; M.A. Yale 1953. Economic effects of tax 
depletion allowances. 1956. Yale. 

Curno-SHenc SHen, B.A. Yen-Ching (China) 1941; M.A. Boston 1951. State revenue 
forecasts. 1956. North Carolina. 
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Jerry P. Smuapson, B.A. North Texas State 1950; M.A. 1951. Oklahoma’s state indebted- 
ness 1956. Oklahoma. 

Joex D. Smycer, B.A. Duke 1946, The fiscal process in the United Nations. 1956. New 
York. 

Wizzor A. Srecer, B.S. Yale 1950; M.A. Harvard 1952. Averaging of income for income 
tax purposes. 1955. Harvard. 

Kermit Watkins, B.A. William Jewell 1931; M.S. Colorado State 1932. Economic 
implications of state aid to local government in Kansas. 1955. Kansas. 

Wittum J. Weisxorr, B.A. New York 1942; M.P.A. 1947. An appraisal of the Ohio 
axle-mile truck tax. 1956. New York. 


International Economics 


Degrees Conferred 


Cuartes S. Benson, Ph.D. Columbia 1955. Short-term fluctuations in U.S. imports of 
apparel wool: a case study of a marginal import. 

Srerte T. Beza, Ph.D. Harvard 1955. Some aspects of productivity and the balance of 
payments. 

Frepertck A. Brezer, Ph.D. California 1955. The development of United States policies 
and attitudes toward western European exchange control. 

Marcus C. Bruun, Ph.D. Wisconsin 1955. Sweden’s balance of payments, 1920-1950. 

Epwarp C. Fer, Ph.D. Washington 1955. A study of the balance of payments of Lebanon, 
1951 and 1952. 

Wrruuam C. Frevunp, Ph.D. Columbia 1955. The concept and practice of equal treatment 
in U.S. commercial policy. 

Georce Gress, Ph.D. California 1955. Economic significance of the reciprocal trade agree- 
ment program to California production and trade. 

Asner HArerin, Ph.D. Princeton 1955. Palestine’s balance of international indebted- 
ness 1930-1947. 

Frances S. Harprn, Ph.D. Colorado 1954. Economic and political effects of restrictions 
by the Department of Agriculture on United States foreign trade in agricultural com- 
modities. 

Asput Maatt Monammep Moazzamut Ph.D. Harvard 1955. The international 
aspects of U.S. demand for basic industrial raw materials. 

Grorce Masao Iwanaka, Ph.D. Wisconsin 1955. Postwar German balance of payments. 

Raymonp C. JancauskKas, S.J., Catholic 1955. An evaluation of the International Monetary 
Fund. 


Hernz Jaucu, Ph.D. Columbia 1955. American foreign trade and domestic industrial or- 
ganization. 

Enrique Lerpav, Ph.D. Wisconsin 1955. International trade and finance in New Zealand— 
1930 to 1945. 

Micnart Micwaety, Ph.D. Johns Hopkins 1955. Devaluation and dual markets under 
inflation with direct controls. 

Joun C. Murrpny, Ph.D. Chicago 1955. Long term contracts for the export of Den- 
mark’s butter and bacon. 

Rosert Rasowp, Ph.D. Pittsburgh 1955. Invisible items in international trade. 

Hans F. Sennnorz, Ph.D. New York 1955. Inquiry into the problems of international 
cooperation and European unification. 


Matruew Smion, Ph.D. Columbia 1955. Cyclical fluctuations and the international 
capital movements of the United States, 1865-1897. 
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WiuiaM F, Stanton, Jr., Ph.D. California 1955. The Food and Agricultural Organization 
of the United Nations and international food policy. 

Rorerr W. Stone, Ph.D. Virginia 1955. Belgium in post-war intra-~-European trade and 
payments. 

James A. Storer, Ph.D. Harvard 1955. Foreign trade policies of the Philippine Republic. 

Rocer W. Wetss, Ph.D. Chicago 1955. The British exchange controls 1939-1952: a study in 
discretion and discrimination. 

Davip A. Witson, Ph.D. California 1955. An analysis of lumber exports from the coast 
region of British Columbia to U.S. and United Kingdom 1920-1952. 

Sau-Ca In Yano, Ph.D. Wisconsin 1954. Thailand’s experience with multiple exchange 
rates. 


Theses in Preparation 


Epwin E. Borventer, B.A. Goettingen 1952; M.A. Michigan 1954. The impact of the last 
three recessions on the American balance of payments. 1956. Michigan. 

Wirtram Bryan, B.A. Wayne 1948; M.A. 1950. The economics of the Anglo-Iranian oil 
dispute. 1956. Wisconsin. 

Fercus J. CHampers, B.A. Western Ontario 1952; M.Sc. London (England) 1954. Post- 
war Canadian commercial policy. 1957. Toronto. 

Anpre L. Dantere, Bacc. Math. Lyon 1943. Ingenieur Inst. Nat. Agronomique (Paris) 
1948; M.S. Massachusetts 1950. Tests of efficiency for alternative patterns of development 
and trade. 1956. Harvard. 

Mavrice C. Ernst, B.A. Vale 1948. Italy in the post-war world economy. 1956. Columbia. 

TxHomas A. Gotpman, B.A. Harvard 1939; M.A. George Washington 1952. International 
specialization and factor prices. Chicago. 

Joun M. Gunn, Jr., B.S. Georgia Inst. of Tech. 1949; M.A. Princeton 1954. A critical 
survey of the literature dealing with flexible rates of international exchange. 1955. 
Princeton. 

Duxe Haran Natu Gurtoo, B.A. Allahabad 1936; B.Sc. London, 1941. India’s balance 
of payments. 1956. Princeton. 

Grratp E. Harrman, B.S. Notre Dame 1947; M.A. South Dakota 1949. The economics 
of the transition between protectionism and free trade. 1956. Cincinnati. 

Jacovettne L. Honcson, B.S. Puget Sound 1951; M.A. 1952. The trend of partial terms 
of trade of certain primary producing countries. 1956. Wisconsin. 

Arcaprus Kanan, Dipl. in Law and Econ. Wilno (Poland) 1938; M.A. Rutgers 1954. 
A study of the price-elasticity of American demand for imported strategic raw materials. 
1956. Rutgers. 

Curt-Linc Ler, B.A. Nat. Central (China) 1944; M.A. Wisconsin 1953. Flexible exchange 
rates and adjustment of payment. 1955. Wisconsin. 

JonaTtHaNn Levin, B.S. Columbia 1950; M.A. Fletcher School Law and Diplomacy 1951. 
Systems of export taxation in export economics. 1956. Fletcher School of Law and 
Diplomacy. 

Grorc Marats, B. Com. Stellenbosch (S. Africa) 1951; M. Comm. 1953. Foreign trade of 
the Union of South Africa from 1926 to 1952. 1956. Wisconsin. 

Mrprepv G. Massey, B.A. California 1942; M.A. Oregon 1951. The Italian international 
balance of payments, 1945-1954. 1956. Oregon. 

Saran S. Montcomery, B.A. Vassar 1951; M.A. Columbia 1952. The terms of trade of 
primary products and manufactured goods in world trade, 1870-1954. 1955. Wisconsin. 

Jerome M. Prnzs, B.S. New York 1935; M.A. Columbia 1936. American economic policy 
toward Germany, 1945-1955. 1957. Columbia. 

Emme E. Quevrery, LL.D. Louvain (France); Lic. Sc. Econ. 1953. The terms of trade 
and economic development. 1956. Princeton. 


\ 
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Grant L. Reuser, B.A. Western Ontario 1950; M.A. Harvard 1954. Changes in Anglo- 
Canadian trading patterns. 1955. Harvard. 

Rosert J. Scowartz, B.S.S. City (New York) 1941; M.A. Columbia 1943. Obstacles to 
United States private foreign investment, 1947-1953. 1956. American. 

Josern F. Tararico, B.A. Rutgers, 1949; M.A. 1951. Post-war commercial and financial 
relations between United States and Canada. 1955. Rutgers. 

Tetmoor M. Vazirt, Lic. Econ. Tehran 1947; M.A. Indiana 1951. The economic relations of 
Iran and America since World War II. 1956. New York. 

Pau. WE tts, B.A. Washington 1949. A general equilibrium analysis of trade, transfers and 
tariffs. 1955. Stanford. 

Raymonp E. Zevper, B.A. Harvard 1950; M.A. Chicago 1951. The terms of trade, 1921- 
1938. Chicago. 


Degrees Conferred 


Ricwarp Bercer, Ph.D. New York 1955. The marketing impact of 3-D. 

Harotp J. Brerman, Ph.D. Michigan 1955. The effect of inflation on depreciation and the 
computation of income of public utilities for the years 1940 to 1953. 

Pump S. Borpen, D.B.A. Harvard 1955. The marketing process in a large industrial 
organization. 

Sister IsaporE Brown, O.S.U. Catholic 1955, The historical development of the use of 
ratios as applied to financial analysis. 

Rex V. Catt, Ph.D. Ohio State 1955. The wholesale distribution of meat products with 
special reference to Omaha, Nebraska as a meat packing center. 

Kennet R. Davis, Ph.D. Chicago 1955. Marketing by wood household furniture manu- 
facturers: a critical evaluation. 

Atice G. DorwortH, Ph.D. New York 1955. Shifts in the channels of distribution of se- 
lected consumer commodities. 

Dantet C. Hamitton, Ph.D. Columbia 1954. The gulf coast refinery market from 1925 
to 1950: a study in market behavior. 

ArtHur Hicuman, Ph.D. Chicago 1954. The self-administered questionnaire as a tech- 
nique for measuring the market position of a brand: a critical appraisal. 

Cuartes Hornoren, Ph.D. Chicago 1955. Implications for accountants of the uses of 
financial statements by security analysts. 

Tuomas Isaack, D.B.A. Indiana 1955. Management problems of selected small machine 
tool firms during a national emergency. 

Louts H. Jorpan, Ph.D. Columbia 1954. Financial accounting standards. 

Watter P. Kennon, Ph.D. Chicago 1954. The variables which affect costs and how econo- 
mists and managers evaluate the effect of these variables in the determination of produc- 
tion functions and standard costs. 

Mavsette Kont, Ph.D. Columbia 1954. The role of accounting in pricing. 

Harry A. Lipson, Ph.D. Pennsylvania 1955. The development of multiple-unit large 
department store investment-management systems 1920-1953; selected case studies. 

Kutiervo Lovut, Ph.D. Chicago 1955. Financial accounting and managerial accounting: 
some points of contrast. 

Mrrton P. Matrnews, Ph.D. New York 1955. An analysis of drug retailing in Utah. 

Wriutam C. McInnes, S. J., Ph.D. New York 1955. A general theory of marketing. 


Aprian F. Murrn, Ph.D. Texas 1955. A study of differential costs as a basis for managerial 
decisions. 
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Winston Oserc, Ph.D. Mass. Inst. of Technology 1955. Management development: re- 
search into three problem areas. 

Harotp E. Pappocx, Ph.D. Texas 1955. Production waste—its nature and its accounting. 

Corny I. Park, Ph.D. Chicago 1955. Accounting period theory and analysis. 

Harry V. Roserts, Ph.D. Chicago 1955. The role of research in marketing management. 

Broapus E. SAwyEr, Ph.D. New York 1955. Influence on accounting by concepts in allied 
fields. 

James S. Scuinvier, Ph.D. Michigan 1955. Quasi-reorganization and other major account- 
ing adjustments. 

Witt1am E. Scurenpver, Ph.D. Ohio State 1955. An investigation of certain basic man- 
agement problems under annual guarantees of employment and wages. 

Frank A. Srncer, D.B.A. Indiana 1955. A summary and evaluation of selected terms of 
variable usage in financial accounting. 

Joun D. Stantey, D.B.A. Indiana 1954. An organization and appraisal of published research 
management problems of informal organizations as it relates to management practice. 

Watno W. Suoyanen, Ph.D. California 1955. The management factor in the large or- 
ganization. 

Rap D. Swick, D.B.A. Indiana 1954. An analysis of cost accounting methods in the 
Indiana tomato canning industry with proposals for uniformity. 

Donatp A. Taytor, Ph.D. Michigan 1955. The economic and social significance of certifica- 
tion marks. 

ArtcHeson B. VAN Der Voort, Ph.D. Georgetown 1955. Replacement cost depreciation 
of producers’ durable equipment and estimzte and analysis thereof. 


Theses in Preparation 


Josep W. Bacuman, B.S. Colorado 1948; MS. Illinois 1953. Responsibility of financial 
management relating to capital impairment under changing price levels. 1956. Illinois. 

Aan Cerr, B.S. California 1944; M.B.A. Harvard 1947. Economic implications of in- 
ventory valuation methods. 1955. Stanford. 

Joun W. Covcutan, B.A. Alberta 1948; B. Com. 1949; M.A. Western Ontario 1952. 
Accounting and changing prices. 1955. Johns Hopkins. 

Dennis M. Crites, B.S. Oklahoma 1947; M.B.A. 1949. Study of the wholesaling market 
of Oklahoma and surrounding states. 1956. Indiana. 

Gzorce A. Excass, B.B.A. Michigan 1948; M.B.A. 1948. The multi-line firm in relation 
to competition. 1956, Michigan. 

Rosert D. ENTENBERG, B.S. Washington (St. Louis) 1951; M.B.A. 1952. Changing rela- 
tive position of department stores in United States by merchandise lines. 1956. Ohio State. 

BENNETT Finwer, B.A. City (New York) 1933. Depletion in theory and practice, 1956. 
American. 

Guy G. Gorvon, B.A. Washington 1949; M.B.A. 1950. The wholesaling potential of a 
satellite city. 1956. California. 

James G. Havuk, BS. Indiana 1948; M.B.A. 1949. Economic and managerial aspects of 
product service. 1957. Michigan. 

Ricwarp M. Hirt, B.A. Columbia 1948; M.A. 1949. The regularization of retail inventory 
investment by department stores and departmentalized specialty stores. 1956. Columbia. 

Paut HorrMan, B.A. New Jersey State Teachers 1938; M.A. Michigan 1943; M.B.A. 
New York 1948. Manufacturers’ brands. 1957. New York. 

Ben Incersott, B.A. Morehouse 1937; M.A. Atlanta 1938. Some American contributions 
to accounting thought. 1957. Catholic. 

Ricwarp E. Lunpguist, B.B.A. Minnesota 1945; M.A. Northwestern 1948. Quasi-reorgan- 
ization. 1955. Minnesota. 
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Craupe McMiitan, B.S. Colorado 1950; M.S. 1953. Management uses of financial stand- 
ards at base level in the United States Air Force. 1956. Ohio State. 

Howarp E. Morcan, B.S. Wisconsin 1941; M.B.A. California 1952. An analysis of employ- 
ment income, and retail sales in selected county areas. 1957. California. 

Henry D. Ostserc, LL.B. New York Law; M.B.A. Ohio State 1952. Functional discounts: 
legal and economic implications. 1956. Ohio State. 

Gartanp C, Owens, B.S. Richmond 1947; M.S. Columbia 1948. Concepts of cost in 
changes of ownership. 1956. Columbia. 

Joun Rivore, B.S. Cornell 1942; M.B.A. 1948. Penicillin and other antibiotics 1943-1953 
—an economic analysis of market behavior in a segment of American manufacturing 
industry. 1956. Fordham. 

Kaki W. Scutusacn, B.A. Kentucky 1935; M.B.A. Harvard 1936, DuPont as a growth 
corporation. 1957. New York. 

Rosert T. Sprouse, B.A. San Diego State 1951; M.B.A. Minnesota 1952. The effect of 
the concept of the corporation on accounting. 1956. Minnesota. 

Reep K, Storey, B.S. Utah, 1952. Matching revenues with costs: a reconsideration of the 
accounting convention of income realization. 1957. California. 

Wetvon J. Taytor, B.S. Brigham Young 1934; B.A. Harvard 1937. A citical analysis of 
a standard for creating scientific objectives in the study of marketing and the application 
of such standard to contemporary marketing literature. 1955. New York. 

Howarp L, Trams, B.S. Purdue 1940; M.B.A. Indiana 1953. A philosophy concerning the 
interrelated nature of business factors in the individual firm. 1955. Indiana. 

Wiiu1aM J. Warxins, B.B.A. Michigan 1948; M.B.A. 1948. Marketing research as applied 
to retailing. 1957. Michigan. 

Ricnarvs S. Woops, B.A. Rochester 1941; M.B.A. Pennsylvania 1947. Accounting prob- 
lems in the field of marketing. 1957. Pennsylvania. 

Raymonp J. Zrecier, B.B.A. Toledo 1946; M.B.A. 1948. Management control. 1955. 
Florida. 


Industrial Organization; Public Regulation of Business 


Degrees Conferred 


Tuomas V. V. Atwater, Jr., Ph.D. Harvard 1955. Discrimination, competition, and the 
structure of heterogeneous markets. 

Eppes W. Browne, Jr., Ph.D. Harvard 1955. A national rubber policy. 

Apert Dupennoerrer, S.J., Ph.D. St. Louis 1955. The multiple basing point system of 
delivered price in the Portland cement industry. 

Orto Ecxstern, Ph.D. Harvard 1955. Benefits and costs: studies in the economics of 
public works evaluation. 

Ronatp S. Jounson, Ph.D. Michigan 1955. The marginal approach to public construction 
of a lakeside levee. 

Maurice C. Mackey, Jr., Ph.D. Illinois 1955. Government stimulation of private invest- 
ment. 

Davin D. Martin, Ph.D. California (Los Angeles) 1955. Section 7 of the Clayton Act 
in relation to the past and future of corporate mergers. 

Joun Parxany, Ph.D. Columbia 1955. Federal Trade Commission enforcement of Robinson- 
Patman Act, 1946-1952. 


Theses in Preparation 


WriuiaM L. Batowin, B.A. Duke 1951; M.A. Princeton 1953. Anti-trust enforcement and 
the financial problems of large firms. 1956. Princeton. 
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Leonarp M, Berks, B.A. Brooklyn 1940; M.A. George Washington 1948. An appraisal 
of the effectiveness of the Sherman Act in devestiture of economic control. 1958. Ameri- 
can. 

James G. Brack, Economics of stockpiling strategic and critical materials. 1955. George- 
town. 

Gitzert T. Brown, B.A. Yale 1949; M.A. 1951. The entry ef new firms into manufacturing 
in Connecticut since World War II. 1956. Yale. 

Joun S. Dypo, B.A. Columbia 1947; B.S. California 1951. Inter-industry mergers, 1946- 
1954. 1956. California. 

BroTHer JoHN GLENNON, B.A. Fordham 1940; M.A. 1949. Cooperative elimination of 
unfair methods »f competition—the trade practice conference procedure of the Federal 
Trade Commission. 1956. Fordham. 

Bernarp A, Kemp, B.S. North Carolina 1948. The merger component in the growth of 
a firm. 1955. Vanderbilt. 

Bos Kitrieson, B.A. Washington State 1949; M.A. 1950. Certain competitive aspects of 
the fractional horsepower motor industry. 1956. Northwestern. 

Stewart M. Lez, B.A. Geneva 1949; M.A. Pittsburgh 1950. Some influences of fair trade 
practices on certain economic institutions. 1956. Pittsburgh. 


Monamep Sami Monamen, B. of Comm., High Inst. of Finance and Commerce, Cairo 
(Egypt) 1947; M.B.A. Denver, 1949. Federal regulation of business by the Federal 
Trade Commission. 1957. New York. 


Howarp Scuuttz, B.S. Xavier 1949; M.A. Cincinnati 1950. Government control in the 
meat industry. 1956. Pittsburgh. 


Lewis E. Wacner, B.S.C. Iowa 1950; M.A. 1951. An analysis of recent contributions to 
the theory of industrial organization and market behavior. 1956. Jowa. 


Public Utilities; Transportation; Communications 


Degrees Conjerred 


James W. Bennett, Jr., Ph.D. Florida 1955. The Railway Labor Act of 1926. 

Ratpo K. Daviwson, Ph.D. Johns Hopkins 1955. Price discrimination in selling gas and 
electricity. 

Herman A. Ex.is, D.B.A. Indiana 1954. Southeastern Greyhound Lines—a history of the 
management and financial policies of a|Class 1 intercity motor bus company. 

Paut J. Garrretp, Ph.D. Wisconsin 1955: Recent developments in Wisconsin public utility 
regulation. 

Gitpert L. Girrorp, Ph.D. Pennsylvania 1955. The economic aspects of national aviation 
policy. 

Crarence H. Grizett, Ph.D. Chicago 1955. Development of the transcontinental freight 
rate structure. 


ArtHur L, Grey, Jr., Ph.D. California 1954, Financial aspects of the development of 
urban passenger transportation with special reference to San Francisco, California. 


Joun P. Harot, Ph.D. Columbia 1955. Economics of Soviet electric power industry. 
Husert W. Harrtes, Ph.D. Iowa (Ames) 1954. Canadian freight rate control by statute. 
Jane Kennepy, Ph.D. Columbia 1955. U.S. postal rates 1845-1951. 

Guert Metin, Ph.D. Pittsburgh 1955. The Mississippi Shipping Company. 


Watter Potner, Ph.D. Wisconsin 1954. The development of the railroad system through 
1937. 


Ricnarp W. Reep, Ph.D. Clark 1955. Toll roads in the state highway system. 
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Cuares E. Sronier, Ph.D. Pennsylvania 1955. The Long Island Railroad—a case study 
in the problems of public transit. 

Vircinia G. TaucHar, Ph.D. California 1955. Investment in the electric power industry. 

Witu1aM Werner, Ph.D. Columbia 1955. A study of the Hope Natural Gas Company—its 
historical background and economic significance. 

Ph.D. Pittsburgh 1954. The Pennsylvania Turnpike. 

Grorce W. Witson, Ph.D. Cornell 1955. Transportation and value theory. 

Josern V. Yance, Ph.D. Harvard 1955. Investment behavior in the railroad industry. 


Theses in Preparation 


Isaiak Barp, B.A. Yeshiva 1940; M.A. New York 1952. Section 315 of the Communica- 
tions Act and the presidential elections of 1952. An inquiry into problems raised by the 
provisions of Section 315 of the Communications Act of 1934 as evidenced in the use 
of broadcast facilities during the presidential elections of 1952. New York. 

Ricwarp K. Darr, B.A. Midland 1948; M.A. Nebraska 1952. History of the Nashua and 
Lowell Railroad. 1955. Nebraska. 

Ropert G. Depericx, B.A. Harvard 1951; M.A. 1953. The economics of Boston’s Metro- 
politan Transit Authority. 1956. Harvard. 

Evcene A. DuBorts, B.A. St. Johns 1949. The Muscle Shoals controversy. 1956. New York. 

Donato V. Harper, B.S. Illinois 1950. State regulation of motor carriers. 1956. Illinois. 

Josern R. Harrtey, B.S. Ball State Teachers, 1953; M.B.A. Indiana 1954. The impact 
of the St. Lawrence Seaway on the mid-west grain markets. 1956. Indiana. 

Joun E. McGratn, B.Ph. Chicago 1949; M.B.A. 1950. Piggyback: transportation of 
trailers on flat cars. 1955. Indiana. 

James M. Patterson, B.S. U.S. Merchant Marine Acad. 1948; M.B.A. Cornell 1954. The 
subsidy problem in United States transportation. 1957. Cornell. 

Grorce B. Tutty, B.S. Pittsburgh 1942; M.B.A. California 1949. Public utility rate 
regulation under competitive conditions. 1957. Wisconsin. 

Wa ter ZuKowsat, M.A. Clark 1949. The Panama Canal. 1956. Clark. 


Industry Studies 
Degrees Conferred 


Harry L. Barrett, Jr., Ph.D. Harvard 1955. Price and output policy in the gypsum 
industry. 

Atva M. Crutrs, Ph.D. Texas 1955. A statistical study of the building industry in Texas. 

Hiram S. Davis, Ph.D. Pennsylvania 1955. A cross section analysis of variations of capital 
output in manufacturing—an illustrative study of seven contrasting industries. 

Jouannes H. veLoor, Ph.D. Columbia 1955. A comparative study of American and South 
African experience in the manufacturing and selling of Portland cement. 

Joun C. Epprson, Ph.D. Mass. Inst. of Technology 1955. A case study in industrial de- 
velopment—the growth of the pulp and paper industry in India. 

Victor R. Fucus, Ph.D. Columbia 1955. The economics of the fur industry: a study of 
a highly competitive industry in a less competitive economy. 

Grorce S. Gress, D.B.A. Harvard 1955. Saco-Lowell shops. 

Watrter S. Mraspay, Ph.D. Mass. Inst. of Technology 1955. The American jeweled watch 
industry. 

Kesav P. Prttar, Ph.D. New York 1955. The economics of costs and prices in iron and 
steel industry in the United States and India. 
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Rosert Rosen, Pittsburgh 1955, Management dynamics in the woolen-worsted industry. 

Aspus Sattar, Ph.D. Texas 1955. Fiber properties and production of world cottons and 
their values in merchandising cotton. 

Irwin M. Srexzer, Ph.D. Cornell 1954. The cotton textile industry. 

Anprew H. Tricz, Ph.D. California 1955. California manufacturing branches of national 
firms, 1899 to 1948. 


Theses in Preparation 


Bruce Cueex, B.A. Adelaide (Australia) 1947; M.A. 1949. Industry study of the boot 
and shoe industry in the United States. Harvard. 

Joun L. Enos, B.S. Mass. Inst. Tech. 1949; M.A. Western Reserve 1952. The history of 
cracking in the petroleum refining industry. 1955. Mass. Inst. Tech. 

Epwin Lissin, B.A. Texas 1947; M.B.A. Pennsylvania 1948. Economics of the paper 
industry in Brazil, 1957. Pennsylvania. 

James L. McCartuy, B.S. Massachusetts 1943; M.A. Connecticut 1947, The American 
copper industry, 1918-1953. 1956. Vale. 

Tuomas A. Petit, B.A. California 1949; M.B.A. Stanford 1951. The economics of the 
Douglas fir plywood industry. 1955. California. 

Micvet A. Recuero, B.A. New York 1947. A survey of the military airframe industry. 
1956. New York. 

Husert E. Risser, Colorado School of Mines 1937. An analysis of the changing structure 
of the bituminous coal industry. 1956. Kansas. 

TsuNnc-yuEN SHEN, B.A. Ohio Wesleyan 1952; M.A. Yale 1953. Technology and costs 
in the cotton textile industry. 1956. Yale. 

Stoney SonenstuM, B.A. New York 1948; M.A. Columbia 1951. The role of innovation 
in the copper industry. 1956. Columbia. 

Henry B. Steere, B.A. Rice Inst. 1953. The economic potentiality of synthetic liquid 
fuel from oil shales. 1956. Mass. Inst. of Tech. 

Lovuts H. Stern, B.S. Illinois 1947; M.A. California (Los Angeles) 1954. The southern 
California dinnerware industry. A study in location of industry and international trade 
theory. 1957. California. (Los Angeles). 


Land Economics; Agricultural Economics; Economic Geography 


Degrees Conferred 


James N. Botes, Pli.D. California 1955. Economics of scale for evaporated milk plants 
in California. 

Artour C. Bowman, Ph.D. Texas 1955. The history and present status of water utiliza- 
tion on the Rio Grande. 

Tueopore C. Boypen, Ph.D. Harvard 1955. The location of petroleum refining in the 
United States, 1859-1900. 

James O. Bray, Ph.D. Chicago 1955. Agricultural land in a developing economy. 

Wruu1amM Cassipy, Ph.D. Pittsburgh 1955. The tri-state non-ferrous mining industry. 

Reynotp P. Dam, Ph.D. Minnesota 1954. An economic analysis of the agricultural pro- 
duction lending activities of Minnesota country banks. 

Wru1am L. Dorrres, Ph.D. Texas A. & M. 1955. An appraisal of the Texas Veterans’ 
Land Program. 

Wr11am M. Drummonp, Ph.D. Harvard 1955. Agriculture in Newfoundland. 

Irvive Dusov, Ph.D. California 1955. The evaporated milk industry in the western region. 
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Avie C. Fever, Jr., Ph.D. Ohio State 1954. The acceptance of recommended peanut 
production and marketing practices in Nansemond County, Virginia relative to ‘amily 
organization, family values and relative social! and economic status factors. 

Darrett F. Frenup, Ph.D. Wisconsin 1955. Price aspects of milk procurement under con- 
ditions of imperfect competition. 

Joun L. Fiscuer, Ph.D. Wisconsin 1955. The economics of co-operative purchasing of 
farm supplies in Tennessee, with emphasis on the financial aspects. 

Witt1am A. Frank, Ph.D. Chicago 1955. Costs and returns to farmers from reducing 
seasonal variability of hog supplies. 

Bernarp H. FrrepMan, Ph.D. Pittsburgh 1955. Economic aspects of conservation of natural 
resources with special reference to soil, water and forests. 

Exsavep GaBattan, Ph.D. Wisconsin 1954. The forward price approach to agricultural 
stabilization. 

Kart Gerrer, Ph.D. Iowa (Ames) 1954. Economic aspects of irrigation in the western 
cornbelt fringe with special reference to the proposed Sargent Reclamation Project in 
central Nebraska. 

James C. Grrson, Ph.D. Iowa (Ames) 1954. Optimum livestock production under varying 
resource and price-cost situations in northeast Iowa—an application of linear program- 
ming. 

Roranp J. Hmprets, Ph.D. Iowa (Ames) 1954. Farmers’ investment decisions in relation 
to time and uncertainty. 

Eucene J. Kerzey, Ph.D. New York 1955. Location of controlled regional shopping cen- 
ters. 

Masupa Kuan, Ph.D. Minnesota 1954. An evaluation of Minnesota farm price index 
numbers and recommendations for the future. 

Raoner L. Kristyanson, Ph.D. Wisconsin 1955. Nonprice factors in milk procurement. 

CHartes E. Lee, Ph.D. Minnesota 1954. Economic effects of sanitary regulations relating 
to milk markets. 

Joun R. Lrnpsay, Ph.D. Harvard 1955. The location of oil refining in the United States. 

Travis W. Manwninc, Ph.D. Minnesota 1954. An analysis of the economic efficiency of 
Minnesota dairy cooperatives. 

Jor A. Marttn, Ph.D. Minnesota 1955. The impact of industrialization upon agriculture. 

Giynn McBrive, Ph.D. Wisconsin 1955. International trade policies and programs with 
special reference to the dairy industry. 

Artuur H. Mirrer, Ph.D. Wisconsin 1955. Bulk assembling of Wisconsin milk, farm to 
plant. 

Frepertck W. Morrissey, Ph.D. California 1955. Price control in the fluid milk industry 
1950-1952. 

Joun C. Murpocx, Ph.D. Wisconsin 1955. Conservation and the economic theory of 
depletion of exhausting nonrenewable resources. 

Ricnarp R. Newserc, Ph.D. Minnesota 1954. An analysis of changes in hog-cattle price 
relationships, 1900-1953. 

Lorts A. Parcuer, Ph.D. Texas A. & M. 1955. The use and tenure of land in Oklahoma held 
primarily for its mineral potential. 

ArtHur Pynnonen, Ph.D. Wisconsin 1955. Low income in agriculture: a resource use and 
adjustment problem. 

Jos K. Savace, Jr., Ph.D. Wisconsin 1955. The effect of non-member patron business on 
farmer cooperatives. 

Apert H. Scwaar, Ph.D. California 1955. An economic analysis of the United States 
government’s mortgage interest rate policy. 

Eucene W. Scroorer, Ph.D. Harvard 1955. Regional advantage in the production of 
chemicals from petroleum and natural gas. 


¢ 
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Epcar T. SHaupys, Ph.D. Ohio State 1954. A critical analysis of Ohio dairy production 
cost studies with special emphasis on the farm approach. 

Hewry K. SHearer, Ph.D. Pennsylvania 1955. The economic effects of the original section 
of the Pennsylvania Turnpike on adjacent areas. 

Gorvon R. Sitron, Ph.D. Stanford 1954. California rice farming: a case study in the 
theory of the firm. 

Rosert G. F. Spreze, Ph.D. Wisconsin 1954. An analysis of the act as an economic phe- 
nomena: the concept of economic power and the problems of agriculture. 

Tuomas H. Stronc, D.P.A. Harvard 1955. Agriculture in relation to balanced economic 
development in Australia. 

Jay P. Swanson, Ph.D. Minnesota 1955. The economic effects of varying amounts of 
forage on the organization of Minnesota farms. 

Joun W. Tuomas, Ph.D. Iowa (Ames) 1954. Timing of conservation returns. 

Georce S. Totiey, Ph.D. Chicago 1955. Earnings of labor and capital in the food processing 
industries. 

Date H. Weexs, Ph.D. Nebraska 1955. Some economic aspects of electrical power and 
the Missouri River Basin development. 

Econ P. Winter, Ph.D. Wisconsin 1955. The effects of the relocation of a cross-country 
highway on land values, land transfers and land uses. 

Arvin B. Wooten, Ph.D. Texas A. & M. 1955. An economic analysis and appraisal of the 
wool marketing system in Texas. 


Theses in Preparation 


Stantey W. Acxtey, B.A. Rutgers 1948; M.A. 1950. Industrial trends in the Tennessee 
Valley region. 1955. Rutgers. 

Crartes H. Berry, B.S. Ag., McGill 1951; M.S. Connecticut 1953. Farm employment 
1940-1950—a cross-sectional analysis. Chicago. 

Cxartes F. Bortrerp, B.S. Nebraska 1937; M.A. 1939. Recommended shifts in the uses 
of farm resources in response to certain changes in price relationships of selected farm 
products in south central Kansas. 1956. Minnesota. 

Rosert C. Brown, B.S. California 1949; M.P.A. Harvard 1952. Local land use planning 
with particular reference to Butte County, California. Harvard. 

Geratp A. CarrotHers, B. Arch. Manitoba 1948; M. Arch. 1951; M.C.P. ‘Harvard 1953. 
Techniques of projecting population for urban and regional analysis. 1956. Mass. Inst. of 
Tech. 

Wriuiam E, Curistian, Jr., B.S. Mississippi State 1942; M.S. lowa (Ames) 1947. Impact 
of industrialization upon the marketing outlets for locally produced farm products. 
Chicago. 

Georce S. Dvuccar, B.A. Wisconsin 1936; M.A. 1937; M.A. Harvard 1944. The tax 
structure in a responsible program for housing. 1955. Harvard. 

Donn K. Hactunp, B.A. Drake 1948; M.A, Pennsylvania 1950. The economic geography 
of the Godthaab, Greenland district. 1957. Pennsylvania. 

Joun J. Hucnes, Jr., B.A. Boston 1948; M.A. Brown 1951. Determinants of the volume of 
residential construction. 1957. Brown. 

Ray S. Kerry, B.A. Williams 1948; M.A. Johns Hopkins 1950. The natural resources of 
New England. 1955. Vanderbilt. 

Donatp S. Moore, B.S. Oklahoma A. and M. 1938; M.S. 1940. Economic and mana- 
gerial factors affecting changes in size and organization of a group of southeastern Min- 
nesota farms 1930-1954. 1956. Minnesota. 

Yarr Muwnorak, B.S. California 1953. An appraisal of methods of early season crop yield 
estimates. 1956. California. 
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Ropert C. Orre, B.S.A. Nebraska 1947; M.A. 1954. An appraisal of watershed programs 
in Wisconsin. 1956. Wisconsin. 

Joun H. Porter, B.A. Manchester 1941; M.C.S. Indiana 1947. An economic history of 
central Indiana from 1790-1820 with special reference to land value. 1956. Indiana. 
Guen C. Putver, B.S. Wisconsin 1951. The economics of livestock production in Wisconsin. 

1956. Wisconsin. 

James Rice, B.S. Pennsylvania 1928; M.L. Pittsburgh 1941. Taxation of mineral deposits. 
1956. Pittsburgh. 

Myron H. Ross, M.A. Temple 1947. Economics of parking in center city Philadelphia 
1949-1954. 1956. Pennsylvania. 

Rosert B. Scuwart, B.S. Ohio State 1947; M.S. 1949. Decision making in corn belt states 
as related to various knowledge situation. 1956. Ohio State. 

Raymonp E., Setzer, B.S. Illinois 1940; M.S. Kansas State 1942. An analysis of the 
competitive position of the Los Angeles cattle market. 1956. California. 

Mmes H. Sonstecaarp, B.S.C. South Dakota 1950; M.S. Denver 1951. The economics of 
cottonseed products: with special reference to industrial development in Arkansas. 1956. 
Oregon. 

Gorpon L. Spancrer, B.A. Tufts 1950; M.A. Fletcher School Law and Diplomacy 1951. 
Conflicts in U. S. agricultural and trade policies 1933-1955. 1956. Fletcher School Law 
and Diplomacy. 

Wit1am P. SterHens, B.S. Tennessee 1948; M.S. 1949. Farm organizations for new 
irrigation areas in eastern New Mexico. 1956. Minnesota. 

Kyonui Tcuan, B. Agr. Tokyo Agr. 1943. Farm labor mobility in Wisconsin. 1956. Wis- 


consin. 

Lester G. Terser, B.A. Roosevelt 1951. Storage, hedging and the Commodity Credit Cor- 
poration. Chicago. 

Wayne H. Wernimmont, B.A. Nebraska 1940. Economic problems related to the Missouri 
Basin development program. 1956. American. 

Joun M. Wermorg, B.A. Kansas 1948; M.A. 1950. The economic effects of the Commodity 
Credit Corporation on grain marketing. 1956. Harvard. 

Josepn W. Wittett, B.S. Xavier (Ohio) 1942; B.S. Ag. Kentucky 1950; M.S. Ag. 1951. 
White and non-white commercial farm operators in the southern states. Chicago. 


Labor 


Degrees Conferred 


Joun W. Battentine, Ph.D. Harvard 1955. Principles of decision-making under collective 

Joun M. Brown, Ph.D. New York 1955. A wage payment pian utilizing statistical prin- 
ciples to provide an incentive for improving the quality of production. 

Gerwarp Bry, Ph.D. Columbia 1955. Wages in Germany, 1871-1945. 

Eart F. Cuerr, Ph.D. Minnesota 1955. A study of some possible incentive effects of 
workmen’s compensation benefits. 

A.D. JosepH Emerzian, Ph.D. New York 1955. A study of the arbitration activities oi 
the Connecticut State Board of Mediation and Arbitration. 

Harry B. Ernst, Ph.D. Harvard 1955. Some applications of industrial production func- 
tions. 

Merton W. Ertett, Ph.D. Chicago 1955. The C.I.O. Industry Council Plan—its back- 
ground and implications. 

Cyrm L. Francis, Ph.D. Wisconsin 1955. Government seizures in labor disputes. 
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gs H. Franke, Jr., Ph.D. Wisconsin 1955. Employment opportunities of older 

people. 

Paut V. Gramescu, D.B.A. Indiana 1955. The impact of the Wage Stabilization Board 
upon management practices and procedures. 

H. Murray Heruruy, Ph.D. Chicago 1954. The determinants of the collective bargaining 
policies of the UAW-CIO in Canada. 

Davi B. Jonnson, Ph.D. Wisconsin 1955. Labor management relations in the atomic 
program. 

Marx W. Letserson, Ph.D. Harvard 1955. Wages in a controlled economy: an analysis 
of Norwegian wage policy, 1945-53. 

Ropert M. Macponatp, Ph.D. Yale 1955. Unionism and the wage structure in the United 
States pulp and paper industry. 

Joun E. Mauer, Ph.D. Harvard 1955. Union, nonunion wage rate differentials. 

Tuomas J. McDermott, Ph.D. Boston 1955. The effectiveness of investigation in the 
settlement of labor disputes. 

Jutius J. Manson, Ph.D. Columbia 1955. Problems and standards in labor arbitration: a 
study of New York state experience. 

Freppig R. MarsHatt, Ph.D. California 1954. History of labor organization in the south. 

Morrts D. Morris, Ph.D. California 1954. A history of the creation of a disciplined labor 
force in the cotton textile industry of Bombay City, 1851-1951. 

James H. Mutten, Ph.D. Pennsylvania 1955. A study of supervisory attitudes in selected 
labor markets. 

Grapy L. Mutrenntrx, Ph.D. Texas 1955. A history of the Texas State Federation of Labor. 

Oscar A. Ornati, Ph.D. Harvard 1955. Strategies in collective bargaining negotiations. 

SHREEKAND ANANDRAO PALEKAR, Ph.D. Harvard 1955. An analysis of real wages in India, 
1939-50. 

Murray E. Potaxorr, Ph.D. Columbia 1955. The development of the Texas State C.L.O. 
Council. 

Artuur R. Porter, Jr., Ph.D. Pennsylvania 1955. Practice of the International Typo- 
graphical Union. 

Joseru A. RaFFaELE, Fh.D. Pennsylvania 1955. The structure of clerical wages; an analysis 
of the structure and changes in office clerical rates in the Philadelphia labor market, 1939 
to 1953. 

Rosert K. Reapy, D.B.A. Harvard 1955. The emergence of leadership in manufacturing 
work groups. 

Jane C. Recorp, Ph.D. California 1954. Ideologies and union leadership: the case of Harry 
Bridges and Harry Lundeberg. 

Murray M. Rowman, Ph.D. Colorado 1954. The influence of wage stabilization boards 
on collective bargaining in the steel industry. 

Rosert J. Rose, Ph.D. Wisconsin 1955. Some effects of seniority in industry. 

Epwarp RosenBAuM, Ph.D. Wisconsin 1954. The expulsion of the International Long- 
shoremen’s Association from the American Federation of Labor. 

Mervin RotHpaumM, Ph.D. Harvard 1955. An interpretation of wage structure changes 
in France, Italy and the United States from 1938-1952. 

Ecrt ScHonNING, Ph.D. Toronto 1955. Union-management relations in the pulp and paper 
industry of Ontario and Quebec. 

Tueresa A. R. SHaptro, Ph.D. Columbia 1955. Occupational mobility and labor supply in 
the sciences. 

ApraHAM SHUCHMAN, Ph.D. Pennsylvania 1955. Co-determination in Germany. 


Frank L. Smaonetti, D.B.A. Indiana 1954. Worker restriction of output under collective 
bargaining in the Ohio rubber industry. 
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Joun H. D. Spencer, Ph.D. North Carolina 1954. A study of the male, manual manu- 
facturing labor force of El Paso, Texas, 1952. 

Kart H. Stein, Ph.D. New York 1955. Labor codetermination in the Federal Republic of 
Germany. 

James L. Stern, Ph.D. California 1954. The role vf the local union: case study of Local 
844, UAW-CIO. 

(Hatsten) Joun THorKetson, Ph.D. Wisconsin 1955. Union education programs, 1941- 
1953. 

Lupwic A. Wacner, Ph.D. Columbia 1955. The wage policy of the Swedish trade unions 
under full employment and full utilization. 

Rosert E, Wetntraus, Ph.D. Chicago 1954, Earning rates of workers from agricultural 
areas and labor recruited elsewhere in a southern industrial plant. 

Samuet M. Wirson, Ph.D. Pennsylvania 1955. The development of work measurement 
systems in the department of defense. 


Theses in Preparation 


GwenvoLyn J. Bymers, B.S. North Dakota 1948; M.A. California (Los Angeles) 1950. 
The labor market and seasonal employment problem—women’s garment industry in 
southern California. 1956. California (Los Angeles). 

SHERRILL CLELAND, B.A. Oberlin 1949; M.A. Princeton 1951. The influence of plant size 
on industrial relations. 1955. Princeton. 

James F. Crawrorp, B.A. Peru State 1941; M.A. Colorado 1952. Pattern bargaining in 
the meat-packing industry. 1955. Wisconsin. 

Demetrios Dertouzos, B.A. Rutgers 1948; M.A. Wisconsin 1949. The Greek trade union 
movement 1944-1952. 1956. Rutgers. 

Mary L. Dootey, B.A. Wisconsin 1947; M.A. 1953. The role of government in collective 
bargaining. 1956. Wisconsin. 

Freperick T. Downs, B.A. Wisconsin 1947. Impact of rapid growth on a rural labor 
movement. 1955. Wisconsin. 

Teresa Fetter, B.S. Cornell 1951; M.S. Columbia 1952. The American Federation of 
Labor and unemployment. 1957. Columbia. 

Lioyp L. Gatiarpo, B.A. St. Mary’s (California) 1941; M.A. California 1952. The func- 
tionalist interpretation of the labor movement. 1956. California. 

Wu G. Hosxinc, B.A. Hobart 1947; M.S. Cornell 1949. Study of short-run wage 
determination in the construction industry: six labor markets. 1955. Cornell. 

Wayne E. Howarp, B.S. Pennsylvania 1943. The application of seniority provisions in 
promotion and demotion. 1957. Pennsylvania. 

Georce W. James. Stability of the wage share of national and industry income with 
application of the non-parametric test for trends. 1955. Georgetown. 

Rates James, B.A. Oberlin 1950; M.S. Wisconsin 1951. Labor opposition to rationalization 
of the cotton textile industry in India. 1956. Cornell. 

Paut V. Jonnson, B.S. Purdue 1952; M.S. 1953. Democracy and the decision-making 
process under collective bargaining. 1955. Western Reserve. 

Lemuet R. Jorpan, B.A. Amherst 1947; M.A. Columbia 1949. Labor force as a factor in 
industrial location in the southeast. 1956. North Carolina. 

Paut G. Keat, B.B.A. City (New York) 1949; M.A. Washington (St. Louis) 1950. 
Changes in occupational wage structure in the wood-using industries. Chicago. 

Imtiaz A. Kuan, B.A. Christian 1950; M.A. Punjab 1952. A study of the mediation of 
labor disputes in the United States. 1956. Kansas. 

_Ropert E. L. Kyicut, B.A. Harvard 1948. Trends in labor relations within the San 
Francisco Bay area 1919-1940. 1957. California. 
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Joun W. Lowe, B.S. Arizona State Teachers 1947; M.S. Wisconsin 1948. Union respon- 
sibility in a full employment economy. 1956. Florida. 

Joun F. Lusrn, B.B.E. New York 1947; M.S. Mass. Inst. of Tech. 1949. Clerical union- 
ization. 1957. Pennsylvania. 

Leon E. Lunpen, B.A. Queen’s College 1951; M.A. Wisconsin 1952. Collective bargaining 
patterns in the Wisconsin automobile parts industry. 1955. Wisconsin. 

Me vin Lurie, B.A. Pennsylvania State 1948; M.A. Chicago 1951. The effect of unioniza- 
tion on wages in the transit industry. Chicago. 

Tuomas A. Manoney, B.A. Wabash 1950; M.A. Minnesota 1951. Analysis of some relation- 
ships between labor mobility and wage differentials. 1955. Minnesota. 

Pure D. McCoury, B.A. Reed 1948; M.A. Duke 1950. Some aspects of pressure group 
tactics of the operating brotherhoods. 1956. Duke. 

I. James Prxr, B.A. Wyoming 1949; M.A. 1950. Labor union intervention in product 
markets. 1955. Vanderbilt. 

James J. Rivce, O.S.B., B.A. St. Anselm’s 1939; M.A. Catholic 1953. The labor policies of 
Bishop Francis J. Haas. 1957. Catholic. 

Harotp Rosen, B.A. Newark (Rutgers) 1939; M.A. New York State 1942. The utilization 
of technicians as a means of meeting the current shortage of professional personnel in 
American industry. 1956. American. 

CHares Soxtis, B.A. Duquesne 1948; M.A. Pittsburgh 1949. Implications of the guaran- 
teed annual wage in the steel industry. 1955. Pittsburgh. 

R. S. Stockton, B.S. in M.E. Kansas 1945; B.S. in Bus. 1947; M.B.A. Harvard 1950. The 
influence of wage surveys in wage policies of Ohio manufacturers. 1956. Ohio. 

Cuartes W. Untincer, B.S. Hofstra 1941; M.A. Columbia 1948. The Wages of seamen. 
1956. Fordham. 

Harcuaran Lat Upapuyaya, B.S. Agra (India) 1945; M.A. 1950. Cotton textile wages and 
working conditions in India. 1956. Wisconsin. 

Cuaries W. Vear, B.A. Indiana 1952; M.A. 1952; M.A. Fletcher School Law and Diplo- 
macy 1953. Organized labor and the tariff. 1955. Fletcher School Law and Diplomacy. 
Wr1am D. Woon, B.A. McMaster 1950; M.A. Queens 1953. An analysis of office unionism 

in Canadian manufacturing industries. 1955. Princeton. 


Population; Social Welfare and Living Standards 


Degrees Conferred 


Harry E. Atrison, Ph.D. Harvard 1955. An analysis of a consumer panel as a source of 
demand study data. 

Davie P. Detorme, Ph.D. Texas 1955. A socio-economic study of the Turtle Mountain 
Band of Chippewa Indians and a critical evaluation of proposals designed to terminate 
their federal wardship status. 

KennetH W. Masters, Ph.D. Pennsylvania 1955. Population redistribution in the United 
States, 1840-1860. 

Tuomas Maver, Ph.D. Columbia 1953. The population argument of the stagnation thesis 
in the United States. 1 

Vitas J. Ruoves, Ph.D. Harvard 1955. A theoretical and empirical investigation of con- 
sumer preferences for beef by grades in metropolitan St. Louis, 1954. 

Txomas C. Sanvers, Ph.D. Virginia 1955. Administrative financing and the future growth 
of the employment security program. 

Epwarp R. Soptarz, Ph.D. Wisconsin 1955. The level of consumption and the standard 
of consumption and the consumption function. 

Cuartes J. Zwick, Ph.D. Harvard 1955. A study of the demand for meat. 
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Theses in Preparation 


Joun A. Bottomtey, B.A. British Columbia 1951. Living standards among the Tanganyika 
natives. 1956. Virginia. 

Watter W. Dotrerweicu, B.B.A. Upsala 1951; M.A. Pennsylvania 1952. Medical and 
hospital benefits for the aged. 1956. Pennsylvania. 

Rosert W. Dvorsxy, B.S. Ohio 1937; M.Ed. 1948. Voluntary health insurance plans. 
1956. Pittsburgh. 

Harvey N. Jounson, B.A. Virginia Union 1937; M.P.A. New York 1947. An analysis of 
problems and practices involved in the administration of federal public housing legisla- 
tion by locai authority personnel in the United States. 1956. New York. 

Vernon G. Lippitt, B.S. Mass. Inst. of Tech. 1938; M.S. 1939; B. Phil. Oxford 1948. 
Determinants of consumer demand for house furnishings and equipment. 1955. Harvard. 

Micwaet S. Marcu, B.A. Colorado 1939. Special veterans’ benefits programs and their 
relationship to the general social security program. Harvard. 

Jonas E. Mitrerman, B.S. Buffalo 1952; M.B.A. 1953. The vesting of private pensions. 
1956. Pennsylvania. 

Burton Wertssrop, B.S. Illinois 1951; M.A. Northwestern 1952. The economic value of 
improvement in public health. 1956. Northwestern. 
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VACANCIES AND APPLICATIONS 


The Association is glad to render service to applicants who wish to make known 
their availability for positions in the field of economics and to administrative officers 
of colleges and universities and to others who are seeking to fill vacancies. 

The officers of the Association take no responsibility for making a selection — 
the applicants or following up the results. The Secretary's Office will merely affo 
a central point for clearing inquiries; and the Review will publish in this section brief 
description of vacancies announced and of applications submitted (with necessary 
editorial changes). Since the Association has no other way of knowing whether or 
not this section is performing a real service, the Secretary would appreciate receiving 
notification of appointments made as a result of these announcements. It is optional 
with those submitting such announcements to publish name and address or to use a 
key number. Deadlines for the four issues of the Review are February 1, May 1, 
August 1, and November 1. 

Communications should be addressed to: The Secretary, American Economic Asso- 
ciation, Northwestern, University, Evanston, Illinois. 


Vacancies 


Private and public finance: Ph.D. with emphasis in private and public finance for a 
large coeducational Catholic university in the Midwest, beginning in fall, 1955. 
Prefer man with some institutional and some teaching experience. P170 


International travel opportunity: The Council on Student Travel invites applications 
for short-term employment as educational directors on trans-Atlantic ships. Required: 
educators from the following fields: cultural anthropology, art history, international 
relations and economics, group work, language, philosophy, recreation, sociology. 
Conversational ability in one or more of the following: French, German, Greek, 
Italian. Ability to organize extensive educational program with the help of passenger 
volunteers. From March to December, 1955, the program will be conducted by the 
Council for students, tourists and migrants traveling aboard two large passenger 
ships belonging to one of the major lines. These ships sail regulariy from New 
York to European and Mediterranean ports. Job assignments vary from one round-trip 
sailing to periods of 3-5 months. Compensation for these longer periods of service 
will be regular salary. For a single round-trip sailing, full or partial passage, depend- 
ing upon job requirements. All positions allow for time abroad. For further informa- 
tion, application form, write to: Council on Student Travel, (0-1), 179 Broadway, 
New York 7, N.Y. REctor 2-0936. 


Business administration: Instructor or assistant professor, small Catholic co-educa- 
tional college in large metropolitan, midwestern center. Salary four to five thousand 
depending upon qualifications. Should be able to teach management and general 
— subjects. Ample opportunity for consultation or other outside “—— if 
esired. 175 


Positions Available at 
American Institute for Economic Research, Great Barrington, Massachusetts 


Economic Scientist: For continuing advanced research on money-credit and business 
cycle problems. Should have some knowledge of National Bureau's as well as our 
work in this area and a background of research. Ph.D. not required provided record 
of past achievements satisfactory. Successful applicant could be someone still workin 
on Ph.D. thesis or older man who has had extensive experience in the field. Wor 
includes primarily advanced research, some writing, and some seminar guidance of 
graduate students; no undergraduate teaching. Salary proportionately better than those 
usual in academic life, because this position requires continuing work entire year 
except annual 3-week vacation. Unusual long-run opportunity for professional 
achievement. 


Philosopher Scientist: Must be thoroughly grounded in Pierce-Dewey-Bentley line of 
advance; preferably some experience in analysis of methods evidenced in work of 
various economists. Job includes continuing critical analysis and basic reconstruction 
in economics extending Dewey and Bentley's Knowing and the Known into descrip- 
tion of economic behavior. Some seminar guidance of graduate students in semantics, 
logic, and the philosophy of scientific method; no undergraduate teaching. Salary 
proportionately better than those in academic life, because this position requires con- 
tinuing work the entire year except annual 3-week vacation. Unusual long-run oppor- 
tunity for professional achievement. 


Investment Division: Man qualified in Sy mp finance, industry studies, accounting, 
including ratio anaylsis, and investments for our Investment Division. A mature 
experienced individual who might be expected to head this aspect of our work in a 
year or two is sought. This Division prepares the Institute’s Investment Bulletin and 
supervises about 200 accounts of individuals; its work is growing rapidly. Some 
seminar work with our graduate fellows also would be involved. 

Note: We wish to find the best men available for the above positions, which are to 
be filled either this year or in the summer of 1956. Arrangements will be made for 
conferences with those selected for final consideration. Please send complete state- 
ment of education and experience. 


Economists Available for Positions 


Industrial surveys, personnel management, market research, international economics: 
Man, 36, Ph.D. Extensive experience with industry, government, advertising, foreign 
intelligence; various teaching positions; publications; supervisory, editorial, public 
relations, and lecturing experience. Several foreign languages. Presently employed 
in New York City headquarters of an international organization. Interested in more 
responsible position with industrial, commercial company or large university. E450 


Business cycles, economic development, public control, transportation: Man, 36, 
M.A., Ph.D. Ten years of teaching experience at leading institutions; 5 years in 
industry. Broad arog with manufacturing and transport industries; good publi- 
cation record. Desires teaching and/or research. E528 


Economic principles, labor, economic thought, economic history, economic systems, 
corporation finance, marketing, money and banking: Man, A.M., Northwestern Uni- 
versity. Ph.D., Yale University, Fifteen years of economics teaching experience; 
government experience as price economist. Broad social science background. Project 
in American economic field completed. Available in September. E536 


Economic history, business history, insurance history: Man, 36, Ph.D., New York 
University. Fourteen years of governmental experience, including those of an advisory 
and administrative nature; 1 year of teaching experience. Has consid=rable counseling 
experience. Desires research, writing, or teaching position. Interested especially in 
college or university teaching position. Of especial usefulness to life insurance com- 
panies as research assistant or historian. E553 


International trade, money and banking, investments, market research, labor eco- 
nomics: Man, married; Ph.D. expected this spring. Three years of university teachi 
numerous fields in economics; 7 years of government research experience in cost 
statistical analysis, interindustry relationships, price studies, and labor relations. 
Interested in teaching position or opening in private industry in management, sales 
engineering, or foreign trade. Available immediately. E562 


International trade, comparative economic systems, urban land economics, marketing, 
history of economic thought, public finance, money and banking, economic history 
of Europe: Man, Ph.D. Research fellowships; 7 years of university and college 
teaching; 4 years of research in federal government. Experience as consultant; multi- 
linguist; extensive foreign travel. Desires teaching or research position. E563 


Economic theory, statistics, accounting, money and banking, private and public finance, 
mathematical economics, international trade: Man, 35; B.S., M.A., Harvard, plus 2 
years of graduate study on economic theory and statistics. Now assistant professor of 
economics and special lecturer of statistics; 6 years of successful college teaching 
experience. Other experiences include federal government position, university and 
industry research. Desires better teaching position or ible statistical research 
position. E564 


Economic history, history of economic thought, economic theory, money and banking, 
business cycles, international trade and economics, economic geography, corporation 
finance, investments, marketing: Man, 30, Ph.D., Rotterdam. Has some teaching, 
industrial, and marketing experience and excellent references. Desires teaching, 
research, or advisory position in California (San Francisco area). E565 
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Investment analysis, auditing, budgeting, business finance: Man, 51, J.D. Twelve 
years of experience in banking, credit and investment transactions; 5 years of ex- 
perience in auditing large European organizations; 13 semesters of teaching ex- 
perience as a professor in a fully accredited university in the U.S. Desires position 
as an investment analyst, controller, or treasurer. Also interested in teaching = 
tion. 572 


Beginning economics, economic geography, money and banking, credit, retailing, 
marketing, public utilities: Man, B.S., M.S., plus year of advanced study. Thirty 
years of experience in teaching and research work; 28 years of teaching in one 
institution. Being retired under faculty service ruling. Available for part-time, visit- 
ing, or supply instructor. Available in September. E573 


Economic principles, money and banking, public finance, corporation finance, in- 
vestments, business cycles, international economics: Man, 37, single; B.S., M.A., 
requirements for Ph.D. completed and dissertation in progress. Ten years of business 
experience in commercial banking and insurance underwriting; 2 years of teaching 
experience at outstanding midwestern schools; currently chairman of department of 
economics and business at a leading midwestern college. Desires a change to a 
better position offering greater opportunities for research and development. Stimulat- 
ing teacher and public speaker. Partial to Southwest (Arizona) or West Coast i 
tion. 57 


Business statistics: Man, 44, married; Ph.D. Teaching experience in economics and 
business administration; publications and convention speaking; active in research and 
consulting. Now teaching in university. Seeks position with greater responsibility. 

E576 


Economic theory and principles, bistory of thought, public and private finance, and 
other subjects: Man, under 40, prewar Ph.D. Experience in banking, research, gov- 
ernment. Listed for years in regional Who's Who; contributor to leading journals; 
trade book on economics of baseball just published; several other books in progress, 
including theory textbook, but stimulating teaching is chief interest and qualifica- 
tion. Taught 18 years at graduate and undergraduate levels, in several fields, mainly 
economic theory and finance; 12 years as associate professor; 8 years in present posi- 
tion at large university, with tenure. Minimum: full professorship. Available now 
or will negotiate for near future. E580 


Soviet economy, price theory, national income analysis, economic history, international 
trade: Man, 34, marriéd; Ph.D. Experience: 4 years of engineering in industry, 
2 years of interdisciplinary survey research work at large university, 1 year of inter- 
industry research with private corporation, 1 year of teaching. Publications. Inter- 
ested in teaching-cum-research position. E582 


Professional economist and statistician: Man, 42, married; graduate work at Uni- 
versity of Chicago but Ph.D. thesis incomplete. Taught 4 years at Ohio State Uni- 
versity; 9 years of experience with U.S. government, including OPA and Bureau 
of the Budget; 214 years in Economic and Scientific Section, SCAP (Japan). Just 
returned to U.S. after 7 years in Japan and Far East; last 5 years as founder and 
director of private economic consulting office in Tokyo, representing various U.S. 
economic and engineering firms and handling cases for U.S. and Japanese clients in- 
volving loans and investments, technical assistance contracts, foreign trade, market 
surveys, and economic research analysis. Brief economic survey experience for Burma 
and South Korea. Speaks, reads, and writes German; reads French; fair to good under- 
standing and speaking knowledge of Japanese. At present completing economic con- 
sulting assignment for National Planning Association as Japan expert for the Survey 
of Peacetime Uses of Atomic Energy (to be published). Other writings in field of 
economic forecasting, national income and expenditure analysis, economic and in- 
dustrial planning. E583 


Labor, finance, theory, doctrines, et al.: Man, married; Ph.D. Forty years as full 
professor; retired; listed in Who's Who in America. Will supply full or part time for 
one on leave for semester or academic year. E584 


JOURNAL OF FARM ECONOMICS 


Published by THE AMERICAN FARM ECONOMIC ASSOCIATION 
Editor: Hanoww G. HaLcrow 
University of Connecticut, Storrs, Connecticut 
VOLUME XXXVII AUGUST 1955 NUMBER 3 


Changes in the Structure of Demand for Farm Products ........... Karl A. Fox 


A Statistical Analysis of Factors That Affect Prices of Coffee ...........+.++ 


Agricultural Interest in the Regulation of Truck Transportation ........ Guy Black 


The Elasticity of Demand for Railroad Transportation of Florida Produce .... 


Livestock and Grain Market Reports—They Can Be inpeored - - Francis B. McCormick 


A Method of Farm Real Estate Valuation for Tax Assessment .........+-++-- 
Howard W. Ottoson, Andrew R. Aandahi, and Burbank Kristjanson 


Alternative Methods of Figuring Depreciation Under the Internal Loom | Code 
GE Ralph R. Botts and Tyler F. Haygood 


An Extension Philosophy for Farm and Home Development Work ..... Peter Dorner 
Trends in Number of Farms Classified by Size .............0-+- John O. Ellickson 
Classification of the Agricultural Population of the United States ..Louis J. Ducof 


bulletins Agricultural Economics and blished February, May. August, No 
vember and December. Yearly s' $5.00. 


Secretary-Treasurer LOWELL S. HARDIN 
Department of Agricultural Economics 
Purdue University, Lafayette, Indiana 


SOCIAL AND ECONOMIC STUDIES 


Quarterly Journal of 
Institute of Social and Economic Research 


University College of the West Indies 
Jamaica, B.W.I. 


Vol. 4, No. 1—March, 1955 
Some Investment, Depreciation, Savings and Capital Productivity Relation- 


Some Implications of an Investment-Depreciation Model ......... G. E. Cumper 
The New Jamaican Emigration W. F. Maunder 


Land Tenure in Three Villages in British Guiana Raymond T. Smith 
The Study of Personality Deprivation through Projection Tests 


Subscription per Volume (4 numbers): £1.10.0; U.S. $4.25 
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The Jamaican Internal Marketing Pattern ..................Sidney W. Mintz 


THREE TELEPHONE PIONEERS from different sections of the country are Robert C. Price of 
Williamsport, Pa.; Mrs. Marguerite T. Burns of Minneapolis, Minn.; and Melvin F. Held 
of St. Louis, Mo. Thousands of telephone people belong to the two Pioneer associations. 


They're Telephone Pioneers 


Experience and feilowship of long-term telephone men and 
women are important factors in good telephone service 


Robert C. Price, Mrs. Marguerite T. 
Burns, and Melvin F. Held, shown to- 
gether here, are Telephone Pioneers. 


They are representative of the 180,- 
000 men and women who belong to two 
big and important organizations in the 
telephone business. These are the Tele- 
phone Pioneers of America and the Inde- 
pendent Telephone Pioneer Association. 

These two organizations are com- 
posed of employees who have spent 
many years in the business, their average 
service being well over 21 years. About 
one out of every four telephone people 
in the Bell System and independent tele- 
phone companies in the United States 
and Canada is a Pioneer. 


Each day the active, working Tele- 
phone Pioneers bring over 3% million 
years of “know-how” and experience to 
the job. Equally important is their deep- 
seated spirit of service that is so impor- 
tant a part of the telephone business. 

By sustaining and nourishing this 
spirit, they help to insure its continuance 
and provide a solid foundation for 
greater progress to come. 

The fast, courteous, low-cost tele- 
phone service you enjoy today is due 
in no small measure to the men and 
women who wear the proud emblems 
of the Telephone Pioneers. 


BELL TELEPHONE SYSTEM 


A NEW 1955 book that teaches 
rather than indoctrinates . . . 


MONEY AND BANKING 


By Dr. EuGENE S. KLIsE 


Here is a fresh, scholarly presenta- 
tion of the historical and institu- 
tional treatment as a background 
for the detailed study of modern 
theory and current problems. It is 
written by an author with broad 
professional training and practi- 
cal financial and business experi- 
ence. 


BUSINESS FLUCTUATIONS 


AND FORECASTING 


By Dr. Cart A. DAUTEN 


This book is setting a trend by 
making a balanced presentation of 
the history of cycles, the theory of 
fluctuations, and the practice of 
forecasting. The logical arrange- 
ment of the contents plus a lucid 
style of writing enhances its ap- 
peal. It is already adopted in 
many leading universities where it 
has proved to be most satisfactory. 


SOUTH-WESTERN PUBLISHING CO. 
incinnati 27 Francisco 3 Dallas 2 


FILLS A REAL NEED—supplements elementary economics 
and intermediate theory texts in leading universities 
A clear and concise treatment of Neo-Classical Economics, 


TOOLS OF ECONOMIC ANALYSIS 
By Manuel Eber of The American University, Washington, D.C. 


TABLE OF CONTENTS 
Chapter I Economics—Why 
Chapter II Theory of Market Price 
Chapter III The Theory of Firm-Perfect Competition 
Chapter TV Cost Curves and Supply Curves 
Chapter V Cost Curves and Demand for Factors of Production 
Chapter VI The Equilibrium of the Consumer 
Chapter VII General Equilibrium Theory 
40 Pages $1.50 


Send for Approval Copy—Today 
American Association for Public Information, 
Education and Research (AAPIER) 


1010 Vermont Avenue, N.W. 
Washington 5, D.C. 
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New 


Personnel Management 
William H. Knowles, Michigan State College 


“Personnel Management represents a fresh approach 
to the subject. Simply written and kept at an ele- 
mentary level, but comprehensive and suggestive, it ; 
is excellently adapted for use in beginning personnel 
management courses.” 

—Edwin E. Witte, University of Wisconsin 


“An excellent introductory treatment of personnel 
management.” 
—L. L. Friedland, Wayne University 


Economics For Consumers 
Third Edition | 
Leland J. Gordon, Denison University 


“Comprehensive, provocative, philosophical, yet practical—still 
my first and only choice.” 
—Byron L. Johnson, University of Denver 


Elementary Economies 
Leland J. Gordon, Denison University 


Teacher’s Manual of Short-answer Questions 
Student’s Manual 
Teacher’s Guide and Key to Student’s Manual 


“. . . by far the best text I have seen in its field.” 
—Audley H. F. Stephan, Rutgers University 


55 Fifth Avenue, New York 3, New York 
American Book Company 
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New and Recent Irwin Texts 
PRINCIPLES OF ECONOMICS 


By W. NELSON PEACH, University of Oklaboma 


This new textbook for elementary economics is clearly written, concise, well 
balanced, and combines thorough analytical and theoretical treatment with ample 
descriptive and institutional material. It covers the full range of topics in the 
beginning course, yet is compact and easily adaptable to courses of varying 
lengths. Early adoptions indicate that this text will have popular and wide 
acceptance. 


720 pages 1955 $6.00 
BASIC DATA OF THE AMERICAN ECONOMY, Fourth Edition 


By W. NELSON PEACH, University of Oklahoma and 

WALTER Krause, Council for Technological Advancement 

Brought ey up to date, this convenient compendium of factual reference 
data is keyed for easy correlation with all leading elementary economics texts. 


The new, improved format and arrangement of charts, tables, and statistical 
data will increase the effectiveness with which this book can be used. 


147 pages 1955 $2.00 


CURRENT ECONOMIC PROBLEMS, Revised Edition 


By HENRY W. SPIEGEL, Catholic University of America 


Professor Spiegel’s popular volume on today’s economic problems has been 
brought completely up to date and substantially rewritten. It will serve better 
than ever before as a text for courses in current economic met for the 
second part of the introductory economics course, and as supplementary reading 
for beginning courses in economics and in social science survey courses. Under 
the categories of progress, security, freedom, and peace, the student is introduced 
to the principal economic problems and issues facing the American people. 


692 pages 1955 $6.00 
PERSONAL FINANCE 


By ARTHUR W. HANSON, Harvard Graduate School of Business Administration 
and JEROME B. COHEN, The City College of New York 


For the growing and increasingly popular course in personal finance here is an 
up-to-date, authoritative textbook. The comprehensive text coverage is — 
mented by realistic case problems for each chapter. Adoptions in more 

100 colleges and universities in its first year of publication give evidence of this 
text’s leadership in its field. 

693 pages 1954 $6.00 


PUBLISHERS FOR THE AMERICAN ECONOMIC ASSOCIATION 


RICHARD D. IRWIN, INC. HOMEWOOD, ILLINOIS 
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SOVIET TAXATION 
The Fiscal and Menetary Problems of a Planned Economy 


By FRANKLYN D. HOLZMAN. “The first really thorough and systematic survey 
of the subject. The different kinds of taxes, including among others the notorious 
turnover tax, the income tax, and the various agricultural taxes, are here all de- 
scribed in careful detail. . . . Far from being just a factual reference work. . . . 
The ultimate concern is to explore a number of basic issues, and the facts are 
discussed with this aim in mind. . . . This volume must be accorded a place among 
the very few serious enquiries to date on the large theme of the working principles 
of Soviet economic planning.”—Asram Bercson, in his Foreword to this book. 
$6.50 


BEYOND NATIONALIZATION 


The Labor Problems of British Coal 


By GEORGE B. BALDWIN. An informative report on the way in which the human 
problems of one of the world’s greatest industries are handled under nationalization. 
Through a series of case studies of specific labor problems such as union structure, 
collective bargaining, labor supply, and the relocation of manpower, Mr. Baldwin 
shows why the future progress of the industry will depend on the solution of these 
specific problems regardless of ownership or which party may control the govern- 
ment or the Coal Board. 20 tables, 8 charts, 4 figures. $6.00 


LAND USES IN AMERICAN CITIES 


HARLAND BARTHOLOMED, whose earlier work on the subject has become one 
of the classics of American planning literature, here treats in a new way data from 
the last 20 years which have never before been analyzed and correlated. His book 
covers the use of land, during this period of rapid growth and startling changes in 
city development, in 53 central cities, 33 satellite communities, and 11 urban areas. 
The data are grouped according to size and type of cities—and are therefore readily 
usable by city and country planning commissions, zoning officials, urban economists, 
sociologists, geographers, or students of urbanism. $6.50 


Through your bookstore, or from 


HARVARD UNIVERSITY PRESS 
44 Francis Avenue, Cambridge 38, Massachusetts 
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ECONOMIC THEORY AND METHOD 


By F. ZEUTHEN. Covering practically the entire range of problems discussed in 
economic theory in the last thirty years, Professor Zeuthen treats each major field 
and brings it into relation with the other parts of a general system. His incisive 
understanding of the methodology of economics and awareness of the drawbacks 
and advantages of various approaches make this advanced reference book of great 
value to anyone interested in coordinating different phases of economic theory. 
Coming in October, $6.00 


THE MECHANISM OF ECONOMIC 
SYSTEMS 


An Appreach toe the Problem of Economic Stabilization from 
the Point of View of Control-System Engineering 


By ARNOLD TUSTIN. Can the “boom and bust” cycle in recent economic history 
be controlled by engineering methods? By applying new developments in control 
system engineering to economic problems, the author makes striking suggestions 
as to the possibilities of using mechanical analogues or calculating machines for 
practical economic production and regulation; and he analyzes the recent advances 
in our understanding of economic fluctuation, pointing the way to a stable economy 
with a high degree of employment. $5.00 


ECONOMICS AND LIBERALISM 


Collected Papers 


By OVERTON H. TAYLOR. More than twenty years of study and reflection have 
taken shape in these previously scattered short articles. The writings of this famous 
Harvard lecturer in economics cover a wide range of subjects in political philosophy 
and political economy. In all of them, the reader will find a creative and thought- 
provoking investigation of the foundations of the liberal conservative position. 
$5.00 


Through your bookstore, or from 
HARVARD UNIVERSITY PRESS 
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MERCHANTS, FARMERS, AND 
RAILROADS 


Rallread Regulation and New York Politics, 1850-1887 


By LEE BENSON. In the four decades between the passage of the New York Free 
Railroad Law which sweepingly endorsed laissez-faire and the Interstate Com- 
merce Act of 1887 which signaled its end, the central question at issue, Mr. Benson 
shows, is how the profits of the free enterprise system were to be divided among 
merchants, farmers, railroaders, and entrepreneurs. $5.50 


THE NEW ENGLAND MERCHANTS IN 
THE SEVENTEENTH CENTURY 


By BERNARD BAILYN. Surveying the rise of merchant families, their successes 
in trade, and their struggle for recognition in the Bible Commonwealth, Mr. Bailyn 
gives us a revealing picture of the emergence of a new social group whose in- 
terests and changing position powerfully affected the developing character of 
American society. $4.75 


A HISTORY OF THE MASSACHUSETTS 
HOSPITAL LIFE INSURANCE 
COMPANY 


By GERALD T. WHITE. The Massachusetts Hospital Life Insurance Company 
was chartered in 1818, when New England mercantile capitalism was at its zenith. 
It was founded to insure lives, but from the beginning it also undertook to manage 
the investment of deposits in trust. By considering the circumstances of its origin, 
the pattern of its services, the nature of its management, and its investment 
policies and practices, the author reveals its pioneering relationship to the modern 
trust company and the modern investment company. $5.00 


Through your bookstore, or from 
HARVARD UNIVERSITY PRESS 
44 Francis Avenue, Cambridge 38, Massachusetts 
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By Top Financial Authorities .. . 


The Money Market and 


Its Institutions 


MARCUS NADLER, SIPA HELLER, and SAMUEL S. SHIPMAN 
—all of New York University 


JUST PUBLISHED. This highly informative book gives an unusually 
clear explanation of the money market today. It examines the powers of 
the monetary authorities, and shows how the mechanism of creating bank 
reserves and deposits works. It critically evaluates the statements and 
statistical data issued by government agencies and private organizations 
concerned with money and credit. Details basic operations of both the 
money market and its institutions, stressing the role of the Federal Re- 
serve, the Treasury, and commercial banks. 


Describes and perceptively interprets the credit and debt manage- 
ment policies of the Federal Reserve in the postwar years and concludes 
with an analysis of New York’s position as an international financial 
center. Tables of relevant banking and financial data aid in tracing the 
effects of Federal Reserve and Treasury operations on the money market. 
32 tables, 325 pages. $6 


-~THE RONALD PRESS COMPANY @ 15 E. 26th St., New York 10— 


London School of Economics and Political Science 


UNIVERSITY OF LONDON 


The following of scarce tracts in economics and political 
London School 

can Economic Association at the reduced —— quoted. Orders 
Illinois, and must be 

draft in favor of the London School Boonomics and Political Science. 

Series of Reprints of Scarce Tracts in Economie and Political Science 


ALFRED MARSHALL. Pure Theory of Foreign Trade and Pure Theory of Domestic Values. 
(1879) 1930, reissued 1935, 1949; 28, 37 pp. 6s. 3d. 


(Nos. 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 19, 20 are out of print) 
Series of Reprints of Scarce Works on Political Economy 
Three Lectures on Commerce and One on Absentecism. (1835) 


MOUNTIFORT LONGFIELD, 
1937; iv, 111 pp. 5s. Od. 


7. Sruart 


uthor, appendix Américaine ou 
Capitaux-apparents 1948; xxv, 350 pp. 


Lustig SrspHen. The English Utilitarians. 3 Volumes 
9. I, Mil, wi, 382 vii, (1900) 1930 
Vol, HE Stuart Mill.”* vi, 325 pp. Od. a set 


2. Lenten te Ge (1925) 1930, 1951. 468 pp. 


(Nos, 1, 2, 3, 5, 6 are out of print) 
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Selected RONALD Books. . . 


MONEY, BANKING, 
AND THE FINANCIAL SYSTEM 
MILTON L. STOKES, Gettysburg College; 
CARL T. ARLT, Oberlin College 


THIS PRACTICAL textbook emphasizes the role of money and financial 
institutions in the determination of price and income levels. It first presents 
the principles of monetary theory, and then covers traditional topics in 

detail. Incorporates findings of the Douglas and Patman Congressional sub- 
ree Loan and the experiences of the Federal Reserve with credit controls. 
. the book's clarity .. . helps the student get a perspective for current 
problems.” Sidney Wertimer, Hamilton College. 25 ills., 31 tables; yr 
pages. 


ECONOMIC HISTORY OF THE UNITED STATES 
HOWARD R. SMITH, University of Georgia 


DEPARTS from the traditional textbook handling of American economic 
history. Following a narrative presentation to replace the usual topical one, 
book chronologically highlights those aspects of our developing economy 
which were most significant in each historical period. After the adoption of 
the Constitution, each chapter takes up a short period in the sequence of 
administrations and interweaves skillfully the strands of economic history. 
“... an excellent book.” Ervin K. Zingler, University of Houston. 20 ills., 
148 tables; 763 pages. $6 


ECONOMIC HISTORY OF GREAT BRITAIN 
W. STANFORD REID, McGill University 


SURVEYS the economic history of Great Britain from its prehistoric begin- 
nings to the present—with emphasis on the period after 1715. Includes eco- 
nomic contributions of Scotland, Ireland, and Wales to the British economy 
as a whole. Developments are related to views expressed over the years in 
political, philosophical, and religious thought. Traces the causes of Britain’s 
recent economic difficulties. “... new and probably the most useful text. . .” 
The American Economic Review. 8 maps, 557 pages. 


MODERN LABOR ECONOMICS 
An Analysis of Labor-Management Relations 


PEARCE DAVIS and GERALD J. MATCHETT 
—both Illinois Institute of Technology 


ANALYZES expertly the entire range of labor-management relations. The 

k underscores the collective bargaining agreement as the generally ac- 
cepted method of settling ne and individual bargaining as an im- 
portant alternative methed. Integrates the many diverse facets of union- 
management relations, explaining such key concepts as wage structures and 
differentials, labor supply and demand, issues of public policy and others. 
“|. . @ text of great merit.” Edwin E. Witte, University of Wisconsin. 
18 ills., 24 tables; 659 pages. $6 
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A lucid study of today's world economic situation . . . 


INTRODUCTION TO INTERNATIONAL TRADE 
AND FINANCE 


By LORIE TARSHIS, Stanford University. Emphasizing the analyti- 
cal approach, this new work gives a clear picture of the fundamental 
principles of world trade and finance. It provides the reader with the 
necessary techniques for acquiring a deeper understanding of the work- 
ings, problems, and possibilities of international economy. Attention 
is given to current developments in general economics; and the avenues 
opened by these developments—such as the national income approach 
—are fully utilized where appropriate. 


The introduction sets forth the kinds of problems to be discussed. 
Considered next is the reason trade takes place and its consequences 
for the allocation of resources. This is followed by a section in which 
the same matters are discussed with reference to capital movements. 
Then the subject of balance of payments and the possibility and con- 
sequence of a disequilibrium in this balance is introduced, This is the 
main theme around which the rest of the book is built. In turn, various 
ways of reducing the disequilibrium—tariffs, exchange control, free ex- 
change rates, etc.—are considered. In the last chapters the author turns 
his attention to the scope of international cooperation. 1955. 536 pages. 
$6.00. 


By HERMAN P. MILLER, National Bureau of the Census. An ex- 
amination of the relation between the individual’s income and the 
social and economic factors which affect it. This is the first systematic 
analysis of census data accumulated since 1940 on the personal dis- 
tribution of income in the United States. It presents an analysis of the 
changes in income distribution which have taken place since the de- 
pression of the 1930's, and an evaluation of the fundamental data of 
income analyses. Of particular value is the author’s breakdown of income 
dispersion in 150 detailed occupations. Oue of a new series of Census 
Monographs sponsored by the Social Science Research Council. 1955. 
Approx. 206 pages. Prob. $5.00. 


Send today for on-approval copies. 


JOHN WILEY & SONS, ING. 440 Fourth Ave., New York 16, 1LY. 
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Greater Purchasing Power 


during retirement years 


That's the purpose of the new TIAA-CREF 
combined annuity plan. 


The unique CREF variable annuity is based 
upon common stocks; it will pay more annuity 
dollars when common stock prices and earnings 
are high—usually, when the cost of living is 
high. The accompanying TIAA annuity pays a 
level number of dollars regardless of economic 
trends—giving greater purchasing power when 
the cost of living is low. 


This balanced system tends to hedge 
against both inflation and deflation. 


Any employee of a college or university is eli- 
gible. Write for details; we employ no agents. 


TEACHERS INSURANCE AND ANNUITY ASSOCIATION 
COLLEGE RETIREMENT EQUITIES FUND 
522 Fitth Avenue, New York 36, N. Y. 
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POLISH POSTWAR ECONOMY 


THAD PAUL ALTON. A comprehensive analysis of the objectives, procedures, 
and performance of Poland’s Soviet-type socialization and planning. A “people's 
democracy” on the Soviet model since the dissolution of all “underground” op- 
position in 1947, Poland provides an excellent key to the understanding of cur- 
rent political and economic problems in Eastern Europe. $5.75 


THE ECONOMIC THOUGHT 
OF FRANKLIN D. ROOSEVELT 
AND THE ORIGINS OF 

THE NEW DEAL 


DANIEL ROLAND FUSFELD. This is a study of the influences that shaped 
Roosevelt's economic philosophy as it had developed by 1932. The author clearly 
shows that Roosevelt had a well-formed economic philosophy by the time he 
was elected President and that this philosophy was derived not only from his 
academic training and the economic thinking of his time, but also from the ex- 
perience gained from political movements and practical political action. 

About $5.00 


THE BIG BUSINESS EXECUTIVE 


MABEL NEWCOMER. An incisive study that seeks to answer: Who is, who 
can be, and who should be the big business executive today? Dr. Newcomer has 
carefully examined the ways in which chief executives of large business corpora- 
tions attained their positions. $4.00 


THE CORE OF THE CITY 


JOHN RANNELLS. This book, based on an intensive survey of Philadelphia's 
central business district, answers the question: Where do things belong in an 
urban area? by a theory that shows how the activities and the structures in a city 
are interrelated and a unique graphic-statistical method of measuring and com- 
paring groups of city activities, About $5.00 


Columbia University Press 
New York 27, N. Y. 
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INTRODUCTION TO BUSINESS 


By H. Spencrer and Jacos Brooklyn College. Fourth Edition. 623 
pages, 
Designed as an introduction to advanced courses in statistics, accounting, management, 
finance and other offerings in economics. It uses practical situations and illustrative data 
to give the student a complete, unified picture of all phases of modern business pro- 
cedure. It acquaints the student with the organization, methods and problems of American 
industry and helps prepare him for more advanced courses in business and economics. 


MODERN MARKETING: Dynamics and Management 

By Harry W. Hepner, Syracuse University. 599 pages, $6.00 
A descriptive orientation to the field which seeks to sharpen the student’s awareness of 
the ways in which the principles of marketing function in new circumstances. It develo 
an appreciation of the problems of management in regard to modern marke by 
integrating student thinking into the larger framework of management’s thinking, policies, 
and programs. Emphasis is on the dynamic forces that affect marketing practi 
basic trends and influences. 


ELEMENTARY STATISTICS 
For Students of Social Science and Business 

By R. Cray Sprowts, University of California, Los Angeles. In press. 
In this fine new work the author presents a basic and very elementary text for all business, 
social science, and liberal arts students. Departing from the traditional approach, it 
follows instead the modern trend toward teaching the principles of statistical inference 
(or “analytical statistics”), dealing primarily with the formulation of decisions based 
upon incomplete information. It considers statistics important as a method of inference, 
and is a course in the scientific method as well as a course in various statistical tech- 
niques in common use. 


PROBLEMS IN BUSINESS ADMINISTRATION 


Analysis by the Case Method 
By Tuomas C. Raymonp, Graduate School of Business Administration, Harvard 
University. Harvard Problem Books. 390 pages, $5.50 
The purpose of this distinctive new casebook, which may be used in any undergraduate 
or graduate college management course, is to let students “learn by doing” how to analyze 
a business situation and arrive at an intelligent conclusion. The author first leads the 
student through a sample case, showing him how to analyze it. The cases which follow 
are organized into four increasingly complex groups: alternatives grow less well-defined, 
and issues often cross-cut problems in different fields. The fourth and last group places 
increasing emphasis on detailed programs of action and their implementation. 


PROBLEMS OF THE INDEPENDENT BUSINESSMAN 


By Austin GrimsHaw, University of Washington. 428 pages, $6.50 
The purposes of this new work are to provide teaching material describing major policy 
problems actually faced by owner-managers of small businesses; to encourage students 
and businessmen alike to think their way through to policy recommendations consistent 
with the facts presented; and to aid students in determining their occupational prefer- 
ences. Every major segment of the business population, as measured by number of firms 
in operation, is represented by one or more cases. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 


330 WEST 42nn STREET, NEW YORK 36, N.Y. 
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big spending vital 
to U. S. economy 


federal controls? 
Which? How? When? 


Inflation? What perils 
lie ahead ? 


e What national policies 
for a stable economy 


Can monetary controls 
curb recessions ? 


Read 
THE FUTURE OF 


AMERICAN PROSPERITY 
By Philip Wernette 


An important contribution to clear thinking on our eco- 
nomic destiny...a sound and “road sake in the 
to the decades ahead — for everyone with’ 


U.S.A. 
At your bookstore—or from: 


Lhe Macmillan 


Dept. AE-1,' 60 Fifth Avenue, New York 11 
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Superb" 


sLopcett: Our Expanding Economy 


. .. 4 magnificent addition to elementary economics. I have 
really enjoyed reading this superb piece of economic literature. 
Without hesitation I rank it first among college texts now avail- 
able for our beginning students,” —Professor John M. Ferguson, 
University of Pittsburgh. 


We believe both you and your students will share Prof. Fergu- 
son’s enthusiasm for this new basic text. It is the first to use 
the growth-and-development point of view as a unifying theme, 
at the same time giving full attention to National Income 
Analysis. The author’s clear, arresting style, expert organiza- 
tion, and illuminating comparison of theoretical model with 
actual situation make economic concepts easy to grasp. You'll 
also find full introductions to international economics and com- 
parative economic systems. 973 pages $6.00 


Just. out 


TROXEL: Economics of Transport 


In this first rigorous economic analysis of transport organization, public 
control, and rates, all major types of transport are treated coordinately, 
bringing out significant similarities and differences. Important geographi- 
cal considerations and discrepancies between public policy and economic 


are made clear. 864 pp. $7.50 
LEFTWICH: The Price System and Resource 
Allocation 


A step-by-step treatment, understandable at the undergraduate level. A 
coherent set wy principles and their applications are oriented around the 
concept of economic efficiency. The graphic tools and techniques of price 
theory are developed without recourse to higher mathematics. 

372 pp. $4.50 


GRAYSON: The Crisis of the Middle Class 


The author presents a theory of history which emphasizes the role of the 
—— class individualist in economic and social progress. He discusses 
the dangers of current trends in the light of that theory. 172 pp. $2.75 


Onder from 
Rinehart & Company, In. 232 mavison ave., new vork 16 
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z= The International Economy 


mh WALTER KRAUSE, Ph.D. 
Economist, Council for Technological Advancement 
Today's major issues in international economics— 
the background, problems and policies—are presented 


in this logically organized and well-written new text. 
To aid the student in relating text material to real 
situations, examples are used liberally, while theory 
and history are limited to the essentials. 

Written primarily for undergraduate use, The Inter- 
national Economy is designed for a one-semester 
course, though it may be used in a full-year course if 

a supplemented with the readings suggested in the text. 


Tm Recent Cases and Materials 
= in Business Law 


CLAUDE W. STIMSON JOSEPH LAZAR 


Over one hundred court opinions on recent legal 
problems—ranging from 1952 to 1955—are included 
in this mew casebook. Each case has been carefully 
selected for its ability to interest and motivate the be- 
ginning business-law student. 

Text notes precede each case to give the student 

a enough of the legal background to appreciate the issues 
of law in the problems confronting the court. Follow- 

rr ing each case are thought-provoking notes that amplify 
the law relating to the principal issues involved. 


= PUBLICATIONS FROM 
HOUGHTON MIFFLIN COMPANY 
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WORLD ECONOMIC REPORT, 1953-54 


This report, the seventh in this series, is an annual factual analysis of world 
economic conditions and trends. Divided into two parts, Part I is concerned with 
changes in the domestic economic situation in three broad groups of countries: 
private enterprise economies, centrally planned economies, and underdeveloped 
private enterprise economies. Part II analyzes the changes in international trade 
and payments. A special feature of the present report is a survey of certain 
longer-range problems of international trade. A United Nations publication. ¢ 
163 pp. Paper, $1.75. 


and supplements 
The Quest for Freer Trade 


Examining in some detail the obstacles to international trade that have resulted © 
from national commercial policies and from balance of payments difficulties, © 
this supplement also reviews national action and the action taken through inter- ® 
governmental agencies with a view te removing or reducing such obstacles. & 
Among the subjects discussed are import tarifis and export control and quan- & 
titative restriction, exchange restrictions, and related instruments of policy. 
A United Nations publication. 59 pp. Paper, $0.40. 


Review of Economic Activity in Africa, 1950 to 1954 


This reviews the growth of economic activity in Africa—excluding Egypt, 
but including outlying islands in the Atlantic and Indian Oceans—-in the five- 
year period 1950 to 1954. The various economic structures of the principal 
regions of Africa—northern, tropical and southern Africa—and the differing 
rates of development in each region are surveyed. A United Nations publication. 
146 pp. Paper, $1.50. 


Scope and Structure of Money Economies 
J 
in Tropical Africa 
Prepared by the Bureau of Economic Affairs, this study surveys the money 
econemy of a number of territories in tropical Africa where the money economy & 
occupies the key position in relation to development. Am »ng the chapter head- 
ings are: the geographical product and its components in the money economy, 


strategic sectors in the money economy, and dynamic aspects of the money : 
economy. A United Nations publication. 52 pp. Paper, $0.50. 


[ntexnational Documents Service 


Columbia University Press 


New York 27, N.Y. @) 
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L’industria 
Review of Political Economy 


Editor: Ferdinando di Fenizio 


Summary of issue n° 1/1955 


O. Morgenstern When Is a Problem of Economic Policy Solvable? 


E. Lindhal Note on the Multiplier Theory. 

J. Tinbergen On the Theory of Economic Policy. 

A. Predetti Test and Revision of the Colin Clark's Model. 

S. Ricossa On Linear Models in Economy. 

F. di Fenizio Data on Three Essential Lags. 

A, Cajumi Montesquieu in Italy—Two Centuries after His Death. 


Each number contains summaries in English of the original articles. 
Annual! Subscription rate for Abroad: Lire 6.000. Anyone interested may send for a sample copy. 
Editorial and Administrative Offices: Via Farneti, 8, MILANO, ITALY. 


WATILIE IBOOKS 


MAINSPRINGS OF THE GERMAN REVIVAL 
Henry C. Wallich 


In the space of ten years, a defeated and prostrate country has produced one 
of the strongest and soundest economics in Europe. Professor Wallich analyzes 
the factors and controls operating to produce the recovery, and shows how they 
were helped by political and economic events outside of Germany. $4.50 


THE UNION AND THE COAL INDUSTRY 
Morton S. Baratz 
A study of the effects of an aggressive labor organization—The United Mine 


Workers—upon a highly competitive industry, and its role in wage structures 
and competition. $3.75 


AT YOUR BOOKSTORE 
YALE UNIVERSITY PRESS 


NEW HAVEN 7 CONN 
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UNIVERSITY 
PRESS 


MINIMUM PRICE FIXING IN THE BITUMINOUS 
COAL INDUSTRY By Waldo E. Fisher & Charles M. James 
Two specialists in industry from the University of Pennsylvania 
set forth the background, problems, and actions of, as well as the 
conclusions to be gained from, the fullest experiment in minimum 
price fixing the United States has known—the establishment of mini- 
mum prices for coal from 1937 to 1943. As Frederic C. Mills says in 
his Introduction, “the document they have produced, one may haz- 
ard, will occupy a distinctive and enduring place in the literature of 

political economy.” 

Published for the National Bureau of Economic Research. 
556 pages. $10 


INPUT-OUTPUT ANALYSIS Studies in Income & Wealth, 
Volume 18—By the Conference on Research in Income & Wealth 


The first systematic and detailed survey of input-output analysis, 
which is at the same time the newest and most controversial of eco- 
nomic tools. Ten leading authorities on the quantitative analysis of 
relations among industries present important new findings in their 
field, suggest the implications of input-output analysis for the entire 
field of economics, and discuss its usefulness and reliability. 


Published for the National Bureau of Economic Research. 
384 pages. $7.50 


DISTRIBUTION’S PLACE IN THE AMERICAN 

ECONOMY SINCE 1869 By Harold Barger 

An important contribution to our knowledge of a field which only 

recently has been the subject of careful statistical investigation. The 

author examines significant changes that have taken place in distribu- 

tion—in its output of services, its share of the labor force, in produc- 

tivity, costs, and in the relative importance of wholesale and retail 
trade and the kind of merchant engaged in each. 

Published for the National Bureau of Economic Research. 

224 pages. $4.50. Ready in October. 

Order from your bookstore, or 


PRINCETON UNIVERSITY PRESS, Princeton, New Jersey 
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AMERICAN ECONOMIC ASSOCIATION 


Announces 


Two New Association-Sponsored Publications 


Léon Walras’ Elements of Pure Economics 
Translated by William Jaffé 


This book is the first of our “Translation Series.” Because of 
its significance, it has been cosponsored by the Royal Economic 
Society. Members may obtain copies at the special rate of $6.00 
(list price $7.50) by mentioning membership on the order, 
which is to be sent to the publisher: 
RicHarD D. Irwin, INC. 
1818 Ridge Road 
Homewood, Illinois 


The University Teaching of Social Sciences: Economics 


This volume, issued jointly by the International Economic 
Association and UNESCO, contains reports and papers pre- 
sented at the Talloires Conference, August, 1951, and is now 
available through the UNESCO agent, the Columbia Univer- 
sity Press. A special rate of $2.00 net for clothbound volume, 
plus 15 cents postage (list price $3.00), may be obtained by 
members if orders, accompanied by checks made out to Co- 
lumbia University Press, are sent to: 
Dr. JAMES WASHINGTON BELL, Secretary 
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| Evanston, Illinois 


Announcing 
VOLUME SIX 


in the outstanding series on 
“The Ethics and Economics of Society” 


THE AMERICAN ECONOMY— 


Attitudes and Opinions 
By A. DuDLEY Warp 


How do Americans as individuals feel about their own economic conditions and 
problems, and the ethical values involved? This book, based on intensive re- 
search through group and individual interviews, examines the opinions and atti- 
tudes of Americans with respect to such problems as jobs, leisure, income, 
security, housing, and the like, and considers how their attitudes affect their 
standards and their behavior. Here is a revealing study that discloses an under- 
lying concern about the ethics of business life and the problems of conscience 
that arise in earning a living. $3.50 


Other volumes in the Series: 
GOALS OF ECONOMIC LIFE. $4.00 
THE ORGANIZATIONAL REVOLUTION. $3.50 
SOCIAL RESPONSIBILITIES OF FHE BUSINESSMAN. $3.50 
AMERICAN INCOME AND ITS USE. $4.00 
CHRISTIAN VALUES AND ECONOMIC LIFE. $3.50 


At your bookstore or from 
49 E. 33rd St. HARPER & BROTHERS New York 16, N.Y. 
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AGRICULTURAL HISTORY 


Designed as a medium for the publication of research and documents 
pertaining to the history of agriculture in all its phases and as a clearing 
house for information of interest and value to workers in the field. Materials 
on the history of agriculture in all countries are included and also materials 
on institutions, organizations, and sciences which have been factors in agri- 
cultural development. 


ISSUED QUARTERLY SINCE 1927 
BY 
THE AGRICULTURAL HISTORY SOCIETY 


Subscriptions, including membership: Annual, $4.00; studect, $2.00; con- 
tributing, $10.00. 


Editor: Vernon Carstensen, Department of Agricultural Economics, Uni- 
versity of Wisconsin, Madison, Wisconsin 

Secretary-Treasurer: Wayne D. Rasmussen, Room 3906, South Agriculture 
Building, U. S. Agricultural Marketing Service, Washington, D.C. 


THE JOURNAL OF FINANCE 


Published by THE AMERICAN FINANCE ASSOCIATION 
Volume X, No. 2 (May, 1955) includes: 
Toward a Theory of Business Finance 
The Question of Currency Convertibility 
Revenue Bond Financing—Legal, Operating, and Economic Aspects 
Long-term Trends in Capital Formation and Financing 
Money Market Developments and Prospects since the “Accord” 


Membership dues, including $3.00 allocated to subscription to The Journal of Finance, 
are $5.00 annually. Libraries may subscribe to The Journal at $4.00 annually and 
single copies may be purchased for $1.25. Applications for membership in the Ameri- 
can Finance Association and subscriptions to The Journal of Finance should be 
addressed to the Secretary-Treasurer, George E. Hassett, Graduate School of Business 
Administration, New York University, 90 Trinity Place, New York City. 


Communications relating to the contents of The Journal of Finance should be addressed 
to the Editor, Marshall D. Ketchum, School of Business, University of Chicago, 
Chicago 37, Illinois, or to the Associate Editor, J. Fred Weston, School of Business 
Administration, University of Oalifornia, Los Angeles 24, Calif. 
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THE ECONOMIC RECORD 


The Journal of the Economie Society of Australia and New Zealand 
Published Half-yearly in May and November 


May, 1955 

Articles 

Population Growth and Levels of Consumption in New Zealand ...Horace Belshaw 
Australia’s Holdings of Gold and Foreign Exchange ............+-- D. G@. Badger 
Aggregate Production Functions .......... F. Simkin 
Planning and Compensation in Victoria .............6-050008: PF. G. Davidson 
The Aggregate Supply of New Zealand Farm Products ........ R. W. M. Johnson 
Merchants in Action: The Australian Tariffs of 1852 ............ J. A. La Nauze 


Notes 

Saving and the Welfare Theory of Taxation .................-. G. O. Archibald 
“The Balanced-Budget Theorem” ...............0eeceeececeseees A. Hagger 
Economic Survey of New Zealand ..... W. P. Hogan 


The Tariff and Manufacturing Employment in Victoria, 1860-1900 ..W. A. Sinclair 
Balance of Payments Equilibrium and Monetary Policy 


Single Copies 10s. (Australian) Annual Subscription £1 (Australian) 


Melbourne University Press, The University, 


Melbourne N.3, Victoria, Australia 


PUBLIC FINANCE/FINANCES PUBLIQUES 


International quarterly journal devoted to the study of 
fiscal policy and related problems. 
Director and Editor in Chief 
Dr. J. A. Monod de Froideville 
Emmalaan 2, Haarlem, Netherlands 


Volume X 1955 No. 2 

B. U. Ratchford, Durham, U.S.A. Some Aspects of Debt Management in 
the United States 

David Walker, Manchester, U.K. The Direct-Indirect Tax Problem: Fif- 
teen Years of Controversy 

Paul Guézé, Paris Method of Analysing the Economic 


Consequences of Taxation and Rules 
Peculiar to Underdeveloped Countries 


oom Was D.C. Mexico (U.S.A.) 
Machiko Kubo, Tokyo Income Tax Progression in Britain 
Book Review 


Contributions in French or German are followed by an English summary. 
Subscription Price $7.00 a year, postage free. 
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INTERNATIONAL ECONOMIC PAPERS, No. 4 
Translations prepared for the International Economic Association 


CONTENTS 
The Crises of the Tax State . JOSEPH A. SCHUMPETER 
Die Krise des Steuerstaats, 1918 
The Static . . . LUIGI AMOROSO 
Econo: 


misti, 1 
Trend the General Theory of Employment. Inert snd Money 
. JOHN MAYNARD KEYNES 
Théorie Générale de rEmploi, de l'Intérét et de la Monnaie, > 1943 


Wage-fixing according to the Price Index . . . . +» JORGEN PEDERSEN 
Report of the Committee on Wage- Page Fixing, 

Inflation as the Monetary Consequence viour of Social Groups . . HENRI AUJAC 
Economie 1950 

Capital Formation and Economic Development. . . . . . - ~ « CELSO FURTADO 


Revista Brasileira de Economia, 1952 
The Economic Laws of Socialist Ye the Light of Josef Stalin’s Last Work OSKAR LANGE 


Nauka Polska, 1958 


Economic Plans . JOHAN AKERMAN 
Tikrit the Propensity to Im HERBERT GiERSCH 
London New York 
Macmillan & Co. Ltd. The Macmillan Company 


pales price of $2.80 2 ome co-operation with The Mac- 
millan Company for members at is i 


may be made by placing an an tg wat Dr. James Washington Bell, Sec . American Economic Asso- 
ciation, Northwestern University. A covering check, made out to The Macmillan Company, must 
accompany the order. 


THE INDIAN ECONOMIC JOURNAL 
THE QUARTERLY JOURNAL OF 
THE INDIAN ECONOMIC ASSOCIATION 


Edited by 
C. N. VAKIL 
R. BALAKRISHNA B. V. KRISHNAMURTHY 
Vol. II July 1954 No. 1 
Aricles 
THE USE OF CURVES IN THE ANALYSIS OF MARKET PRICE ............. 4. K. Das Gupta 
PLURAL NOTE ISSUE SYSTEM: A CASE STUDY  ...........ccccecccecccveces K. N. Raj 
A SUGGESTION FOR A CLOSER ECONOMIC INTEGRATION BETWEEN INDIA = THE 
NATIONAL INCOME ESTIMATES IN INDIA S. Gouri 
Reviews Notes News 
Subscription Rate ........60e-+eceeeeeee Rs, 15 or £ 1-5 or $6.00 inclusive of postage 
Membership Fee Rs. 15 per year 
Rs. 5 or 7/6d. or $1.25 


THE INDIAN ECONOMIC JOURNAL 
School of Economics and Sociology 
University of Bombay 
Bombay, India 
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OXFORD ECONOMIC PAPERS 
(NEW SERIES) 


VOLUME 7 JUNE 1955 NUMBER 2 


Contents 


The Place of the Economist in Government ............ By Sir Robert Hall 
Schumpeter’s History of Economic Analysis .......... By G. B. Richardson 
The Foundations of Revealed Preference Theory ........ By Peter Newman 
Concerning Marginal Utility. ...........-.00--50055 By W. E. Armstrong 


The Terms of Trade and the National Income 1950-52. ...By J. R. Parkinson 
Multiple-Company Mergers and the Theory of the Firm ..By D. Schwartzman 
The Lomg-run Dollar Problem: A Comment ............. By E. J. Mishan 
‘Economic Aspects of Compulsory Trade Unionism’: A Note ......... 


OXFORD ECONOMIC PAPERS became a periodical in 1949 and is now published three 
times a year. The - id subscription price is 25s., post free, the price of a single copy 
12s. net. Orders ma placed with any bookseller or sent direct to the Publisher. 


OXFORD UNIVERSITY PRESS 
Amen House, Warwick Square, London, E.C.4 


POPULATION STUDIES 


A Journal of Demography 
Editor: D. V. GLASS and E. GREBENIK 


Volume IX, No. 1 July, 1955 
CONTENTS 
N. Cane: An Examination of Generation Fertility in England and 


es. 
George J. Stolnitz: A Century of International Mortality Trends: I. 
Marshall on the Population Problem, Part 2. 


V. Leser: Variations in Mortality and Life Expectation. 

S. J. Prais: The Formal Theory of Social Mobility. 

A. “oo The Concept of Statistical Freedom and its Application to Social 
obility. 

W. Z. Billewicz: Some Remarks on the Measurement of Social Mobility. 

PN Dubin Appendix Note on a Statistical Question Raised in the Preceding 


aper. 
W. Scott: Some Remarks on the Measurement of Social Mobility—A Reply. 


Subscription price per volume of 3 parts 85/—net, post free (or American cur- 
rency $5.75). 


Single parts 15/—each plus postage (American $2.50, post free). 


Published by the Population Investigation Committee, at the London Schwol of 
Economics and Political Science, 15 Houghton Street, London, W.0.2 
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Professor Nurkse on Inventory Cycles gummy .......-....By E. S. Mills 


THE QUARTERLY JOURNAL 
OF ECONOMICS 


Founded 1886 
Vol. LXIX May, 1955 No. 2 
SCHOLASTIC ECONOMICS: SURVIVAL AND LASTING INFLUENCE FROM THE SIX- 
TEENTH CENTURY TO ADAM SMITH ......ccccccccccccccsceccecvess Raymond de Roover 
ACCELERATED DEPRECIATION ALLOWANCES AS A STIMULUS TO INVESTMENT 
LUNDBERG ON BUSINESS CYCLES AND PUBLIC POLICY ........csceceescees Svend Laursen 
THE PROBLEM OF “UNDERDEVELOPMENT” IN THE ENGLISH CLASSICAL SCHOOL 
MARGINAL ANALYSIS, MULTI-PLANT FIRMS, AND BUSINESS PRACTICE: AN 
THE REGIONAL IMPACT OF MONETARY POLICY .........-..c-cceescewcsees Ira 0, Seott, Jr. 


NOTES AND DISCUSSIONS 
RECENT PUBLICATIONS 
Edited by E. H. Chamberlin for the 
Department of Economics, Harvard University 
$1.50 per $5.00 a year; 3 years, $14.00; 
dent Rate, $3.00 a year. 
Order from THE HARVARD UNIVERSITY PRESS 
CAMBRIDGE 38, MASSACHUSETTS 


BULLETIN FOR INTERNATIONAL 
FISCAL DOCUMENTATION 


Bi-monthly periodical published by the International Bureau of Fiscal Documentation. 
HERENGRACHT 196— AMSTERDAM, Netherlands 


The object of the Bulletin is to provide information on the laws relating to 
taxation in various countries and on international and comparative fiscal law. 


The following subjects have been or will be dealt with: 
1. Taxation in Federal States: 
2. The legal provisions relating to the computation of taxable profits of 


industrial and commercial enterprises: 
3. Fiscal evasion, its causes and legal provisions to avoid it: 
4. The taxation of life insurance, pensions, (life) annuities etc. 


There are also included 
Information on Statute and Case Law together with any officiel comments 
thereon. 
Review of books and articles dealing with taxation matters. 
A dictionary in four to six languages of technical fiscal terms. 
Supplements containing, inter alia, revues of double taxation conventions 

year without supplements | or equivalent in 
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THE JOURNAL OF INDUSTRIAL ECONOMICS 


Board of Editors: P. W. S. Andrews (General Editor), Nuffield College, Oxford; Professor 
C. F. Carter, University of Belfast; Professor Joel Dean, Columbia University; Professor P. 
Sargant Florence, Birmingham University; Professor R. B. Heflebower, Northwestern University ; 
Professor E. S. Mason, Harvard University. 


Volume III, No. 3, July 1955 


EB. M. Hugbh-Jones Industrial Productivity ; The Lessons of Fawley 

W. H. Sales Changing Patterns of Pit Performance 

Pasquale Saraceno IRI: Its Origin and its Position in the Italian Industrial Economy 
Francis G. Masson Structure and Performance in the Titanium Industry 

B. Vitkoviteh The U.K. Cotton Industry, 1937-54 


This Anglo/American journal is especially devoted to the economic problems of industry and 
commerce, Its contributors are businessmen, economists engaged in industry, and specialist aca- 
demic industrial economists. The Journal is published three times a year. MSS from the United 
States should be sent to Professor Heflebower; and from other countries to the General Editor, 
_ cate of the Publisher. The Annual Subscription is $3.00 (21/-), post free; single copies $1.40 

(10/-), post free. Remittances should be sent to the publisher by personal check. 


Published by 
BASIL BLACKWELL, OXFORD, ENGLAND 


BULLETIN 
of the 
UNIVERSITY OF OXFORD 
INSTITUTE OF STATISTICS 


Published quarterly. Annual Subscription 30s. Single copies 10s. 6d. 

The Institute of Statistics is ® veseasth on d teaching department of the University. 
The fields of research are ay f statistics and selected questions in applied eco- 
nomics. Intermediate passareh ro studies of contemporary economic problems 


are given from time to time in the BULLETIN and are often of wide general interest. 
The first issue of Volume 17, February 1955, contains the following articles: 


Growth and the Balance of Payments: a Symposium, 


Editorial Note 
Economic Expansion and the Balance cf Payments .............Harry G. Johnson 
Productivity Growth and the Balance of Trade ................-Paul Streeten 


Productivity and the Balance of Payments: a Three Country View ..F. R. Sargent 
The Methodology of Long Term Economic Policy .................R. DL. Marries 
Internal Growth and External Solvency .................-...-+-Ragnar Nurske 


Industrial Efficiency and Growth -Oharles Kennedy 
Investment Policy Arthur Lewis 
Investment and Economic Growth H. Leyland 
Flexibility and the Stimulation of Investment ............ .»-@. D, N. Worewick 
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The Manchester School 


of Economic and Social Studies 


Vol. XXIII, No. 2 


CONTENTS 


Deresches’s Index: A Comment T. W. FLETCHER 


The Impact of Commercial Growth on Agricultural Tenure Systems in 


“THE MANCHESTER SCHOOL” is published three times a year. 


The annual subscription is fifteen shillings (transatlantic subscriptions, 3 U.S. dollars), 
post free. Single copies, six shillings (1 U.S. dollar), post free. 


Subscriptions should be sent to the Secretary, ““THE MANCHESTER SCHOOL,”’ Eco- 
nomics Department, The University, Manchester 13, England. 


INDIAN JOURNAL OF ECONOMICS 


(Established 1916) 
Vol. XXXV No. 139 April, 1955 
Evtror: DR. OM PRAKASH 
CONTENTS 
ARTICLES: 
Rationality in Economic Science and the Contributions of Robbins, Keynes, Marx and 
The Rationale of Rationalisation in the Cotton Textile and Jute Industries ....... 
The Pattern of Pakistan’s Foreign Trade, 1948-54 .............0000- MOHAMMAD UZaIR 
NOTES AND MEMORANDA: 
A Study of the Carpet Industry of the Former Banaras State Area ..... A. S, SINGHAL 
A Note on Indeterminacy in Ecomomics CHAND 


ECONOMIC LITERATURE: 


Readings for Researchers 
Book Reviews 


The Indian Journal of Economics was founded by Professor H. Stanley Jevons in the 
year 1916. It is published four times in a year: July, October, January and April. The sub- 
scription per volume is Rs 15/- (By registered post Rs 16/8 or £1-5-0 or $3.75). The cost 
of a single copy is Rs 5/- (By registered Post Rs $/6/- or 8 Sh.4d or $1.25). Articles for 
publication, subscriptions and books for review should be addressed to the Managing Editor, 
Indian Journal of Economics, Department of Economics and Commerce, University of Alla- 
habad, Allahabad (India). 
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Economic Expansion and Internal Trade ................H. G. JoHNSon 
Secular Swings in Production and Trade, 1870-1913 ............46. 
The Development of Agricultural Production in Great Britain and Ire- 
land from the Early Nineteenth Century ............LBO DRESCHER | 
| 


LAND ECONOMICS 


4 quarterly journal of 
PLANNING, HOUSING & PUBLIC UTILITIES 


Articles Included in August issue: 
Economic Development of Underdeveloped Areas: Past and Present ........- 
Benjamin Higgins 
Elie T. Williams 


The Measurement of the Economic Base of the Metropolitan Area 
-John M. Mattila and Wilbur R. Thompson 


A Reconsideration of Cost of Capital and a Reasonable Rate of Return 


Base Ratios and the Base Ratio Elements—(II) . 
Housing Data Obtained by Sampling Public Records 
Land-to-the Tiller Policy and Its Implementation in Formosa 


...-HuiSun Tang and Jen Tung Chen 
Single Copy $2.00 


Sterling Hall, University of Wisconsin 
Madison 6, Wisconsin 


THE JOURNAL OF MARKETING 
PUBLISHED QUARTERLY BY THE AMERICAN 
MARKETING ASSOCIATION 


Volume XX July, 1955 Number 1 


Robert Ferber—Sales Forecasting by Sample Surveys 
E. J. Sheppard—The Growing Importance of the Small Town Store 
Benjamin $. Loeb—The Use of Engel’s Laws As a Basis for Predicting Consumer Expenditures 
L. J. Crampon—Tourist Research—A Recent Development at the Universities 
Roy W. Jastcam—A Treatemnt of Distributed Lags in the Theory of Advertising Expenditure 
Edwin H. Lewis, Editor—The Forum 

Comments on Operations Research—Russell L. Ackoff 

Science Applied to Advertising—Roland S. Vaile 

Drug Store Expenses and Margins—Paul D. Converse 

Identifying Problems of Human Relations in Retailing—Donald K. Beckley 

A Sales Compensation Plan for a Machine Tool Company—Francis E. Hummel! 

Price Structures of Antibiotics in Illinois—R. D. Millican 

Business and Behavior Research—lIrving Morrissett 

Some Characteristics of Retail Competition in Canada—Morris S, Segall 

Natma-Graphs 
William S. Penn, Jr., Editor—Research in Marketing 
William F. Brown, Editor—Legislative and Judicial Developments 
Richard M. Clewett, Editor—Book Reviews 
Hugh G. Wales, Editor—A.M.A. Notes 
Sabecriggion pet pri $6 in the U.S.; other countries $7. Address communica 
Albert Frey, Editor-in-Chief, Dartmouth College, Hanover, N.H.; Lincoln cla. ~ 
aging Ec Editor. York University, N.Y.; Thomas J. McGann, Business 

versity, Mi Wis.; Harry Rosten, Assistant Business York 

Times, New Yo City, N.Y. 


Please mention Tue American Economic Revizrw When Writing to Advertisers 


Mechanics of the Urban Economic Base: Causes and Effects of Changes in the 

....Richard B. Andrewe 

.....Sherman J. Maisel 

| Annual Subscription $6.00 Po 


ECONOMICA 


Published Quarterly 


New Series, Vol. XXII, No. 86 


CONTENTS 


The Accountant’s Contribution to the Trade Oycle ...........+-+++0: 


The Transfer Problem: A Note on Criteria for Changes in the Terms of Trade 


The British Timber Duties, 1815-60 J. Potter 
Consumers’ Behaviour and the Conditions for Exchange Stability ...... John Spraos 
The Editions of The Bullion Report ..........0eeeeeeeeeee Frank Whitson Fetter 
The Engineer’s Approach to Economic Models ............+++++0+5 R. G. D, Allen 


Book Reviews 
Books Received 


MEMBERS OF THE AMERICAN ECONOMIC ASSOCIATION may sub- 
scribe at the specially reduced rate of 21s. per annum. Subscriptions should be 
sent to the Secretary and Treasurer, American Economic Association, Evanston, 
Illinois, accompanied by a cheque drawn in sterling in favour of ECONOMICA, 
London School of Economics and Political Science. 


The Quarterly Jeurnal of the Royal Economic Seciety 


JUNE, 1955 


Economic Theory as a Guide to Policy: Some Suggestions for Re-appraisal ..H. Tyszynski 
National Income at Factor Cost or Market Prices? .......-.--seeereeees J. L. Nicholson 
Changes in Scottish Incomes, 1924-49 ..cccccccccccccccccccecceccsosece 

External Economies and the Doctrine of Balances Growth .........+.+++s. 

Inventory Investment and the Share of Wages in Manufacturing Income ..G, C. Archibald 
The Preparation of National Finance Accounts in Under-developed Economies ..A. G. Irvine 
The Cambridge Economic History of Europe .........-.0.-ecceeeecenees 


Reviews, Recent Periodicals and New Books 


MACMILLAN & CO., LTD., LONDON, W.C.2 
Application for Fellowship to 
Royal Economic Society, 2! Bentinck Street, Londos, W. ! 
| Annuai Subscription £1 10s (or $4.50) 


Please mention Tue Awertcan Economic Review When Writing to Advertisers 


THE CANADIAN JOURNAL OF 
ECONOMICS AND POLITICAL SCIENCE 
The Quarterly Journal of the Canadian Political Science Association 


Volume XXI, No. 3 August 1955 
CONTENTS: 

A “Constitutional Crisis” in British Columbia ..........+++eeeeeeseeeeeeee GEORGE F. G. STANLEY 
The 1937-38 Recession im Camada .....+0+-ce-cececccesencnsesesecevsenes EDWARD J. CHAMBERS 
Empirical Studies of Demand ..........cscceccccscccccscneetsneeseeseeseeeees WILLIAM C. HOOD 
Television as a Political Issue im Britain .........+-ceeeseecseeteseneeceenees JOHN S. HARRIS 
A Curious Case of Neglect: Marshall’s Industry and Trade ......+s+seeeeeees H. H. LIEBHAFSKY 
Morals and Politics: The Current Debate ........ CAREY B. JOYNT and SHERMAN S. HAYDEN 
NOTES AND MEMORANDA 

A Comment on Canadian Post-War Monetary Policy ......-...++sseeseeseees HARRY C, EASTMAN 


The Experiment with “Co-ordinating Ministers” in the British Cabinet, 1951-53 ......R. S. MILNE 
Some Correlates of Voting Behaviour in the 1952 Quebec Elections: A Pilot Study, VLADIMIR CERVIN 
Annnal Meeting of the Canadian Political Science Association 

REVIEWS 


Annual Subscription, $6.00 Single Copies, $1.50 
Subscriptions may be sent to 


University of Toronto Press 
Toronto 5, Canada 


INTERNATIONAL 
SOCIAL SCIENCE Titi 
BULLETIN 


published quarterly by the United Nations 
Educational, Scientific and Cultural Organization, 
19 Avenue Kléber, Paris 16e. 
Just issued: Vol. VII, No. 1 
SOCIAL FACTORS IN PERSONALITY 


Contributors to this issue: D. Bindra, S$. W. Cook, D. Forde, H. T. Him- 
melweit, E. Héhn, J. Israél, H. E. O. James, O. Klineberg, D. Lagache, 
H. S. Langfeld, R. Lippitt, S. Lysgaard, L. Moulin, C. Selltiz, J. Watson 


Review of Documents, Periodicals and Books 


News and Announcements 
Send subscripti to: 
Annual subscription: $3.50 UNESCO PUBLICATIONS SERVICE 
Per copy: $1.00 475 Fifth Avenue 


New York 17, N.Y. 


Please mention Tux American Economic Revisew When Writing to Advertisers 


THE SOUTHERN ECONOMIC 
JOURNAL 


A Joint Publication of the Southern Economic Association 
_ and the University of North Carolina 


Published Quarterly at Chapel Hill, N.C. 


Vol, No. 1 
CONTENTS 


ARTICLES 

The Problem of Verification in Economics Fritz Machlup 
The Per Se Doctrine and the New Rule of Reason Jesse W. Markham 
State Per Capita Income Differentials: 1940 and 1950 . ...0.seseeeceececeeeene John L. Fulmer 


A Reappraisal of F.O.B. Pricing and Freight Absorption 

The New Threat of Synthetic to Natural Rubber 

A Period Analysis of Fiscal Policies William R, Allen and Walter Oi 
Union Shop Authorization Referendum Monroe Berkowitz 
Changing N. L. R. B. Policies: 1953-1954 Fred Wi 


COMMUNICATIONS 

A Supplement to > ye Paper on Institutional Economics .........++++++- H. L. McCracken 
A Note on Elasti _ Lee Allen 
Rejoinder L. McCracken 
A Note on Stability Conditions Applied to Particular Markets..Eli Schwartz and 2 Densla A, Monroe 


Book Reviews, Personnel Notes, Books Received. 
$5.00 per year—$1.50 single copies 


Address: THE SOUTHERN ECONOMIC JOURNAL 
Box 1289, Chapel Hili, N.C. 


ACCOUNTING RESEARCH 
A quarterly journal edited by 
F. SEWELL BRAY & LEO T. LITTLE 
Contents of the April 1955 issue, Vol. 6, No. 2 

ARTICLES 
Periodical Financial Statements 

By the Leicester Research Committee of the Society of Incorporated Ac- 

tants 

Thoheiantnn of Accounting and Economic Studies 

By David Solomons 
The Old Common Law Action of Account in English Law 

By Harold Hudson and T. W. South 
The T eory and Practice of Stock Control 
By A. R. Dersic 

COMMUNICATIONS 
Price and Volume Reactions 

By D. R. Bedford Smith 
Price and Volume Reactions—A Reply 

By K. C. Banerjee 
The American Inetivute’ 's Definitions of Income Terms 
Concourse of ‘Electronic Brains’ 
BOOK REVIEWS: Books and Journals Received 

Subscription Rates $4.25 per volume 


CAMBRIDGE UNIVERSITY PRESS 
32 East 57th Street, New York 22, N.Y. 


Please mention Tux American Economic Review When Writing to Advertisers 


REVUE DE SCIENCE ET DE LEGISLATION 
FINANCIERES 


The French Review of Public Finance 


Number IV, October-December 1955 


Public Revenue and Expenditure in Italy: Respective Burden and Benefit of the 
North and the South A. Scotto (Genova) 
Private and Public Credit P. Coulbois (Strasbourg) 
Redistribution of Income in an Underdeveloped Country: Lebanon 
M. Gannache (Beyrouth) 
Fiscal Problems of the European Community of Coal and Steel 
J. Mérigot (Bordeaux) 


Reduction of Taxes in Favour of Investment P. Fontaneau (Algiers) 
Recent Developments in Public Finance: 
Russia: The Budget of 1955 J. Lecaillon (Lille) 
France: Survey of Public Credit 1954 G. Dehove (Lille) 


Migration of French Capital Towards Overseas Territories M. Piquemal (Paris) 
Book Reviews, Bibliographical Index, Notes and Memoranda 
The Review is published quarterly. Yearly subscription abroad: Fr. fr. 3,500 or U.S. 


$10.30. Orders can be placed to Pichon and Durand-Auzias, 20 rue Soufflot, Paris V and 
through Stechert-Hafner, 31 East 10th Street, New York, N.Y. 


THE SOUTH AFRICAN JOURNAL OF ECONOMICS 
Editors 
C. S. Ricnarps 
W. J. Busscnau H. M. Rosertson 
Contents of Vol. 23, No. 2 
June 1955 
Economic Aspects of the Karakul Industry in South West Africa ...D. C. Krogh 
The Rise of the African Tobacco Industry in Nyasaland and its Production 


Dr. E. H. D. Arndt 
The Sterling Area—A Survey of its Life ...............eeeeeees LL. Muller 
Euler’s Theorem and the Problem of Distribution—Review Article ...... 


Reviews—Notes on Branch Activities—Official Publications—Tabulated 
Official Union and Foreign Statistics—Recent Periodicals—New Books 


Orders for single copies (7/6d. each) and subscriptions £1. 5s. per yearly period may ho pleced 
through all leading booksellers and the Journal Office, Box 5316, Joh g. Ov Agents: 
Staples Press, Limited, Mandeville Place, London, W.1. 

Enquiries regarding advertisement tariffs to the Secretary, P.O. Box 5316, Johannesburg. 


Please mention Tux American Economic Review When Writing to Advertisers 


- 
1 ° 
‘ 


By JAMES N. MORGAN, University of Michigan 


This text focuses on consumer choices, both 
individual and social. It stresses the ana- 
lytical skills necessary for intelligent con- 
sumer choices and interpretation of social- 
economic problems concerning consumer 
behavior. It starts with the choice be- 
tween spending and saving and examines 
the social consequences of such decisions 
and discusses methods whereby a consumer 


can make these decisions for himself. 
Whole chapters are devoted to insurance 
against risks, medical care, and housing. 
Other major expenditures, government and 
other protections for the consumer, and 
economic problems of direct concern to the 
consumer are also examined. 

440 pages ° 5%” x 8%” 

Published May, 1955 


RUSSIA’S SOVIET ECONOMY, Second Edition 
By HARRY SCHWARTZ, Specialist on Soviet Affairs, New York Times 


Formerly at the University of Syracuse, 
Schwartz combines scholarship, journalism 
and considerable sleuthing to give your stu- 
dents facts—not opinions—about Russia. 
Your students will learn how a Soviet fac- 
tory is run, how a collective farm is man- 
aged, how a Soviet trade union differs from 
the Western idea of such an organization. 


Schwartz reports on the struggle over East- 
West trade, Soviet progress in nuclear 
physics, the formerly secret Soviet Eco- 
nomic Plan for 1941, and other important 
events since the first edition’s publication. 
682 pages * 556” x 8%" 
Published 1954 


MODERN SOCIETY —An Intreduction to Social Science 


By JOHN BIESANZ, Director of the Integrated Course in Social Science, 
Wayne University College of Liberal Arts, and MAVIS BIESANZ 


Freedom and contro] in a complex society 
is the compelling theme of this challenging 
new text. In Modern Society, John and 
Mavis Biesanz present your students with 
an integrated introduction to the status, 
methods, and obstacles of social science. 


Embracing and organizing the most im- 


portant materials in the field, materials 
which have been tested by classroom use, 
the authors and contributors have written 
a text in language which is easy for your 
students to understand. 


718 pages @ 6” x9” @ Published 1954 


PRENTICE-HALL, INC. 70 FIFTH AVENUE, NEW YORK 19 N.Y 


Please mention Tax American Economic Review When Writing to Advertisers 


| CONSUMER ECONOMICS 
wrile | 


nt in Our 


Ready September 


SELECTED ANTI RUST CASES 
Landmark Decisions in Federal Antitrust 
By IRWIN 


‘piled in single, beief casebook to providé's useful teaching aid for 
ic Government Regulation ‘of Business atid related courses offered im depart- 
OF Politica! Science, and Bosiness Administraticg 
and edited, offer's basis for understanding the legal and ecogomic signifi- 

cance of antitrust «iccisions. The case material is.Jimited to the: pertinent por- 

tions Of each case where the critical points of each issue are docided. Students - 

cae sead the original language of the court with unimportant details eliminated, 

The cases have been selected to provide the student with both aii 

. Of the law as it now stands, and a knowledge of the historical development of 


i} 225 pages — 1938), 


By CLAIR WILCOX, Swarthmore College 


tee in courses given in departments of Economics, Political Science, and Busi- 
‘ages. Adininistration Government and Business, Industrial Organization, 
Price Policy, Government Regulation of Industry, Antitrust Legislation, Public 
Utilities, and related courses. It. reflects the author's wide experience in't¢sching, 


fey 
i 
PUBLIC POLICIES TOWARD BUSINESS 
. 
at i 


